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CHAPTER ONE
A BRIEF HISTORY OF LOTTERIES
Gambling might be said to have bad a determining role in the antecedents of American
society: the Old Testament God created man with a natural propensity to bet, and the
Biblical account of the genesis of Western civilization begins with Adam and Eve
wagering a stake, their innocence, in the hope of adding knowledge to that stake.
The Business ofRisk: Commercial Gambling in Mainstream America

References to lotteries appeared in some of our earliest writings. Many believe that
religious leaders used lot casting to provide spiritual communication. The Greeks used
lot casting to determine how to disburse the universe among the gods in Greek
mythology.2 In pre-Islamic Arabia, lot casting lots determined a person's guilt. 3 Early
Greeks and Romans used lotteries as a legal device to determine individuals' portions of
inheritances.4 Within the Muslim religion only judges and priests could cast lots, and
5

only then to make a judgment for ritual or political purposes. Primarily, lotteries
enabled these cultures to communicate instantly with their respective deities for
important decisions.
Christians ascertained God's will with the practice of casting lots in various
testaments of the Bible. Sailors cast a Hebrew profit named Jonah into the sea during a
storm as the result of a draw of lots.6 Christians needing answers could resolve issues
without taking responsibility for the decision. For example, Samuel selected Saul as the
7

King oflsrael, but the "drawing oflots" confmned Samuel' s decision. In addition,

1

Aaron cast lots to determine who stole sacramental objects. 8 Later, Aaron again used lots
to choose a goat for sacritice to God. 9 The common thread in all of these examples is
that casting lots has religious, legal, and recreational uses. Commonly, both theologians
and clergy condemn the use oflotteries for resolving trivial matters or for routine
purposes. 10 Spiritual guidance in all these cases was the driving force.
In 1434, town leaders used lotteries for more secular purposes. In the town of Sluis,
Holland, townspeople used a lottery to raise revenues to strengthen the town' s
fortifications.'' Thereafter, private use of lotteries became more prevalent. In 1530,
Florence created the first documented private lottery with monetary prizes. 12 The success
of this lottery caught the eye of government officials in Venice, who then began the first
monopoly of government lotteries. 13 Subsequently, substantial revenues began pouring
in for these cities. 14 Soon Florence, Milan, Turin, and Rome all began using this revenue
gathering strategy to supplement their respective governments' income. 15 During the
15th century, city planners used lotteries to finance such large scale building projects as
the Parisian church of Sain-Sulpice, and the Military School of Paris. 16 In 1572, the
needs of society benefited when lottery funds went to "provide dowries for impoverished
but virtuous young women." 17 The French government eventually resorted to using
lotteries to increase revenues when their tax burdened subjects refused to pay more
taxes.

18

In 1776, the French government consolidated all public lotteries into the Loterie

Royale. 19' The merge was successful and the revenues generated provided major support
for the often insolvent French treasury. 20 The Roman States under the Catholic Church
also took notice of the popularity of lotteries and sponsored a lottery. The Vatican and
some of Rome's monuments are a testament to that effort.21
3

Many groups in England cast lots during the sixteenth century. Although lotteries
served a religious purpose, they also aided in legal proceedings.

22

Throughout England,

many boroughs chose their officers by lot. v ln a macabre twist, lotteries helped to
maintain military discipline during the British civil war, when military rulers forced
24

condemned men to choose by lot how many, and who should die.

In 1569, Queen

Elizabeth began a lottery which offered prizes, money, and allowed the buyer seven days
free from arrest (except for a m3:jor crime, of course).

25

Surprisingly, this lottery was not

successful. However, the Queen still proceeded to hold two more drawings in 1585, and
1612?6 Later, during 1663, hung juries pulled lots as an alternative to retrial.

27

Obviously, the judges and jurors believed in spiritual justice, and therefore could not be
held accountable for the resulting decision. The government ceased this practice after the
eighteenth century.

28

As England' s successor to Queen Elizabeth, James I authorized lottery drawings to
aid the Virginia Company with its New World settlement of Jamestown.

29

However,

conflicts between James I and his Parliament arose, and relations grew increasingly tense
over many issues of State, including the lottery.

30

After only four drawings, Parliament
31

decided to stop government-backed lotteries in 1620.

Parliament acted on its own

agenda with this decision, but in addition, many criticized the government because of
perceived evils generated by lottery endeavors.

32

The Jamestown settlement earned little

sympathy -as its critics complained, "Englishmen had been 'drayned' for the benefit of a
private company."

33

Ultimately, gambling was a part ofNorth America' s history even before the first
settlers arrived on our shores. There are numerous reports of early Native Americans
4

indulging in various forms of gambling. For instance, the Onondagas of New York
wagered their possessions on dice, while the Iroquois used peach pits with markings on
them to place bets. 34 Obviously, Native Americans had forged a comfortable life for
themselves to allow leisure time for such activities. Narragansett Indians of Rhode
Island, and the Northwest Chumash Indians "often gambled for days ... in which the
worldly goods of entire tribes might change hands."

35

An individual named Francois

Xavier de Charlevoix documented accounts of Huron Indians gambling all items in their
possession, including all clothing until virtually naked.

36

In an effort to continue play and

to recoup losses, these same Indians would offer themselves, and their families, as
37

indentured servants for specific periods.

As outrageous as this sounds, early American

Indians believed in spiritual intervention, trusting that their gods created the games and
thus determined their outcome.

38

On the other hand, the settlers found life in the new

territory very harsh and had a difficult time surviving. Often, they were on the verge of
starvation, and hundreds died of famine and disease. 39 Gambling was a form of idleness
to the settlers who considered such idleness a grave sin with the consequences being the
survival of the colonists.
Even so, lottery proceeds played an important role in the beginning of this struggling
nation. The first 120 colonists came to North America in 1607.

40

Brought by a private

company called the Virginia Company of London, their mission was to reap agricultural
profits from the New World.41 After sinking countless resources into the Jamestown
settlement, the Virginia Company failed to realize any return on its investment. 42
Unforeseen high costs plagued the company, and debts kept rising as the company's
owners sought to develop their plantation project. Without viable marketable exports,
5

-

there was little hope in finding a solution and by 161 1 the Virginia Company was in dire
financial trouble.43 The owners turned to James I and England 's popular lotteries for
help. 44 They lobbied for and received franchise rights to create and run lotteries to
provide revenues for the ailing settlement. Consequently, between 1612 and 1615 the
45

government held four raffles strictly earmarked for the Virginia Colony venture.

Captain John Smith, acting President of the North American colony, knew how important
the lottery was to the colonists ' survival when he called the raffles, the '·real and
substantial food, by which Virginia hath been nourished. "

46

The Virginia Company

heavily marketed the raffle tickets to the public ~s a means to advance the cause of
"Christian truth, the honor of our nation, & benefite of English people.'.4

7

Ironically,

back in Jamestown, the Virginia Company was attempting to halt gambling practices
with the colony' s first anti-gambling ordinances.

48

The owners and leaders believed that

the citizens should not waste money on gambling in order for the colony to survive.
Soon afterward in England, Virginia Company's new-found financial resource ceased
as lotteries came under fire in 1620.49 James I had first granted rights to the lotteries, but
he was at odds with Parliament. He wrote a declaration called "Kings Majesties
Declaration to His Subjects concerning lawful Sports to bee used" encouraging his
subjects to have a good time.5° In addition, although both the government and private
concerns sponsored lotteries, the House of Commons felt that the New World venture
1

was too much competition for their decreasing lottery revenues.5 Also, many critics
opposed the New World venture. 52 The House of Commons decided to halt the
53

Company' s lotteries.

The loss of lottery funds forced the Virginia Company to dissolve

its partnership, which left the settlement to its own devices for funding. 54 As for the
6

colonists, the demise of the lottery was an illustration of their problems in creating a selfsupporting settlement. Despite these problems, the lottery had sustained the colony long
enough to enable it to survive.
Lacking cash, settlement money dwindled even further after the death of the lottery
and the owners' bankruptcy. From the beginning, bartering goods served the colonists as
a common way to do business.

55

Even so, bartering was not practical for more expensive

goods such as equipment, buildings, and land. Private enterprises once again looked to
using lotteries as a solution to develop a workable system. They sold real estate,
56

improved land holdings, and disposed of inventories by use of lotteries.

Thomas

Jefferson gives us his acute perspective when he writes,

An article of property, insusceptible of division at all, or not without great
diminution of its worth, is sometimes of so large a value as that no purchaser can be
found . . . . the lottery is here a salutary instrument for disposing of it, where men
57
run small risks for a chance of obtaining a high prize.

Through their ingenuity, the colonists managed to cultivate a self-sufficient system.
However, not everyone agreed on the use of lotteries. William Penn, founder of the
Quaker settlement, writes that men must not "eat, drink, play, game and sport away their
irrevocable precious time, which should be dedicated to the Lord."

58

Between 1682 and

I 740, Quaker settlement leaders tried to prohibit betting through a series of "blue laws."
59

These "blue laws" were somewhat successful in their early stages.

60

Soon, other

colonial governments took notice and by 1719 the movement to restrict lotteries began.61
Not only did these governments have the backing of Quakers, but the Puritans of
Massachusetts also criticized and opposed excessive gambling as an immoral activity.62
However, with the growth in Pennsylvania's population, so did the pressure to revitalize
7

-

the lottery.63 Henceforth, Quakers used a lottery to provide funding for buildings, streets,
64

and for a defense against French forces in 1747.

However, by 1750, most states once

again began regulating lottery operations and any non-government regulated lottery was
unlawful. 65 Ironically, churches, public utilities, schools, and municipalities continued to
operate them.66 The governments tolerated the lotteries because the beneficiaries were
67

publi c interest projects and educational institutions. During the eighteenth century, the
68

colonial government authorized 158 lotteries.

The revenues funded various public
69

works and building projects, mostly in New England or Rhode Island.

As for educational funding, in addition to Columbia University (formerly Kings
College), other notable colleges such as Yale, Harvard, Dartmouth, Williams, Brown,
Princeton, North Carolina, and Pennsylvania used lottery revenues.70 In addition to
funding higher education, monies also went toward fulfilling the basic educational needs
in developing frontier areas.7 1 Mississippi, Kentucky, North Carolina, and Georgia used
lotteries to raise the funds to build schoolhouses.

72

In Georgia, the public school system

funded one-room schoolhouses throughout the state, and later these became the
foundation for the state' s school system.73
Public-interest projects included such items as roads, church facilities, and boat
74

landings.

Rhode Island used the lottery funds to improve its infrastructure and paved a

number ofroads. 75 Massachusetts ' Faneuil Hall used lottery funding twice; once during
its original construction, and a second time to restore the fire damaged hall. 76 In 174 7,
Benjamin Franklin strengthened Philadelphia' s defenses by conducting a lottery.77
The desire for lotteries seemed endless. In New York, social assistance through
lotteries came as "Relief of Poor Widows," and enhancement of the arts in
8

Pennsylvania.78 Pri vate enterprises used lotteries to fund hemp growing in New York
79

and paper manufacturing in Massachusetts.

In a strange tum of events, lottery

assistance provided reliefto those in prison who had undergone bankruptcy.

80

In fact,

bankruptcy was common during this period, and lottery proceeds helped to pay the debts
of prisoners. Although never imprisoned, Thomas Jefferson initiated a lottery when he
81

could not cover his own debts.

Meanwhile, Jefferson and the Continental Congress knew that raising funds by
82

taxation was not an option.

The country had declared its independence from England

rather than pay certain taxes. However, the rebellious colonies needed to find ways to
pay for the war against the British. On November 1, 1776, leaders established a national
lottery to raise money for the Continental Army. 83 Although the national lottery was not
successful, almost every colony participated, thus providing some support to the troops.

84

The popularity of lotteries grew with the population. In New York alone, between
85

1790 and 181 0 the population nearly tripled.

The new nation had to find ways to

provide for this explosive growth. Citizens demanded more from their government to aid
in economic development. 86 Approximately 2,000 authorized lotteries operated in 1795
whose sums contributed to the internal infrastructure of this relatively new nation. 87 An
indication of the immense support for lotteries is the fact that in 1831 , eight states raised
five times more funds than the total federal budget. 88 Additionally, the advancement
west of greater populations required the government to provide more funding. The need
increased for capitaJ projects such as roads, bridges and canals to build an infrastructure
that would support that growth.

9

With phenomenal growth during the nineteenth century, the management of lotteries
also began to change. Rather than conducting lotteries through volunteer private citizens,
ticket brokers and lottery contractors b egan to emerge and take control.

8~

Throughout the

country, ticket brokers bought large lots of tickets for a discount, and resold them at
standard prices.90 Lottery contractors began running lotteries more like business
91

ventures, and soon their profits soared.

Gambling activities carne under attack as the

potential for incredible profits created a new breed of management professionals. Several
92

reports surfaced about fixing, cheating and fraud.

Public support began to disintegrate

as the frequency of the reports grew. The institution of lotteries made headlines between
1825 and 1833 as citizens learned about several large scandals.
94

over $400,000 without paying a single prize.
95

fictitious tickets.

93

One lottery collected

Additionally, some lottery brokers sold

Another contracting firm distributed prizes in such a fashion that the

grand jury called it " a much apparent mystery." 96 Lotteries fell out of favor between
1833 and 1840, when 12 states banned them and soon other states followed suit.

97

Other factors lead to the decline of the lotteries during this period. The enactment of
the U. S. Constitution in 1787, and the establishment of a reliable financial system
emerged as the two most worthy of discussion.98 Although citizens hated taxation, they
understood the need for such measures. The Constitution set up the framework for a
stable working government to care for its citizens, and the banking system developed
rapidly with greater security. The government now had the means to issue bonds to
provide for necessary capital improvernents.99 ln addition, by 1810, almost ninety
incorporated banks were operating, an increase from the three banks in 1790. 100 With an

10

established government and access to greater funds, the need for lotteries diminished. No
authorized lotteries remained by 1865.

10 1

Territories expanded toward the West, along with increased industrial expansion
from 1870 through 1900. This expansion helped fuel the gambling fever.

102

When the

Civil War ended in 1865, southern states required additional revenue to rebuild their
shattered lands. Northern states had no interest in funding either materials or money to
rebuild the rebellious southern states, and lotteries helped reconstruct the war-torm
infrastructure. 103 The most famous of these Reconstruction lotteries was the Louisiana

lottery, known as the "Serpent." 104 These tickets were immensely popular and sold in all
major U. S. cities.

105

Two things helped bring about this popularity. First, the winners

received more than $3 million annually and second, promoters held the drawings on a
weekly basis. 106 With lottery proceeds, Louisiana was able to build its first waterworks,
to support the New Orleans Charity Hospital, and to clean up New Orleans after major
flooding in 1890. 107 Profits between $3 and $5 million for the "Serpent" went to the two
lottery brokers, John Morris and Charles Howard.

108

Reveling in vast profits, Morris

underhandedly tried to bribe state officials by offering them $1 million a year for 25
years to renew the lottery' s charter, however the Legislative outcry throughout the
country proved too much for the lottery and forced its demise in 1895.

109

Other games of chance were also popular throughout the early 1900s. A numbers
game called."Policy" was easily available to the poor. For only pennies, a player could
wager on any random production of numbers.11 0 Other variants on numbers gambling
came to this country via West Indian immigrants in the 1920s.

111

Harlem spawned the

numbers games, but soon their popularity spread to other cultures and neighborhoods. 11 2
11

Numbers games such as bingo and the ever popular church lotteries soon supplanted
Policy. Throughout the Depression, although legally forbidden, churches regularly used
.
. fi d 113
lottenes to ratse un s.

Lottery activity faded away and was virtually nonexistent until 1964, when New
Hampshire became the first state to operate a lottery. Voters overwhelmingly supported
the lottery as constituents faced the choice of establishing a lottery, or instituting a sales
or income tax to pay for under budgeted services.

114

Thereafter, the northeastern states

began adopting lotteries once again, with the trend growing throughout the nation. Of the
38 lotteries operating through 1994, more than three-quarters started operating after
1980. 11 5
The resurgence of lottery activity in the early 1980s is attributable to Reagan's Cold
War financing policy and a change in the prevailing ethics of society.

116

The Reagan

administration wanted to increase military expenditures to force the Soviet Union into
submission on economic grounds. 117 This funding primarily came through financial
deficit expenditure. Nevertheless, the perception among citizens was that funds
previously used to finance basic education and healthcare now financed the Cold War.

118

Under "New Federalism," state governments inherited the responsibility of funding social
programs such as Medicaid, welfare and education.

119

After the ending of the Cold War,

the federal government had the burden of reducing its own deficit and could not relieve
the states of these social responsibilities. 120 In addition, Proposition 13 laws limited
increases in property taxes for the states that enacted these laws. Before Proposition 13,
property taxes were the primary method for funding social services. The majority of U.S.
citizens stifled serious opposition to gambling when they decided to allow lotteries rather
12

than submit to higher taxation. As previously exemplified, the public tolerates lotteries
as long as they spare them from paying higher taxes and if the proceeds go for a " good"
cause. 1:!

1

In Florida, the educational needs of the state have routinely been the impetus for
creating lotteries. Little known, lotteries played an important role in enhancing Florida' s
educational needs even before it became a state. Lotteries were legal during the years
1828 through 1868, and various public programs benefited from Florida lottery funds.

122

In 1834, the territorial Legislature authorized construction projects for schools in St.
Augustine and Quincy.

123

However, between 1.868 and 1986, Florida's government

banned both public and private lotteries.

124

Lottery was not the only gambling issue in the state. In 1931 , Florida sanctioned the
pari-mutuel industry, includingjai-alai, horse and dog racing.

125

Florida's educational

needs benefited from a portion of these proceeds. Indeed, the pari-mutuel gambling
industry generated considerable funds and allocated $122 million for public education in
1987 alone.

126

During the Depression, Florida decided to bring slot machines to the state

in an effort to increase state revenues.

127

Within two years the slot machines grossed $65

million. However, this move proved too distasteful to the citizens of Florida; particularly
religious groups and church leaders. The government eventually discontinued using the
slot machines in 1937. 128
Despite the Florida Legislature' s repeated refusal to allow its citizens to vote for a
state lottery, on November 4, 1986, Florida became the 26th state to have a lottery. 129 By
a two-to-one margin Florida voters approved a constitutional amendment authorizing the
lottery, despite heavy opposition from church groups and many Florida newspapers. 130
13

Governor Martinez and most politicians opposed bringing a lottery to Florida.

131

Several

lottery proponents made several attempts prior to the 1986 vote, but the two previous
governors were highly vocal and successful in their efforts to keep out the lottery.

132

Despite this, a former Education Commissioner, Ralph Turlington, spearheaded the
proposal to bring the lottery to Florida.

133

The driving force behind the Florida lottery

was the promise of substantial addibonal revenues for improved educational needs.
However, even with this apparent concession to allow gambling, Florida voters were
reluctant to embrace other hard core gambling ventures. Sixty-two percent of the voters
134

rejected an amendment that same year to bring casino gambling to the state.

Government officials also opposed the casino proposal. These officials cited the
various common themes as reasons to oppose casino gambling: increased crime,
increased gambling addictions, and negative affects to retail businesses.

135

Dubbed the

"Casino Cash Cow," many consider casino gambling the ultimate weapon in the
gambling arms' race. 136 Indeed, voters did not view casino gambling as benign as the
lottery. This was the third time Florida rejected casino gambling which enabled antigambling interests to rejoice at winning this battle. 137
Along with the passage of the lottery amendment in 1987, the Florida Department of
the Lottery was formed as an independent agency to oversee the function of the lottery. 138
This agency was and is "mandated" to run itself like an entrepreneurial business. 139 The
department ' s mission is to raise as much revenue as possible to enhance public
education.

140

Unfortunately, problems exist because the state lacks specific guidelines

regarding the spending of lottery proceeds. Initially, the Legislature had no precise
language on how or where, the money should benefit education. This omission now has
14

created problems in determining the educational needs of the state. ln addition,
disenchanted voters repeatedly refused to pay more taxes for education. After all, lottery
proponents billed the Florida Lottery as the vehicle to bring in substantial revenues to
support the state's growing educational needs. The results proved Jess successful for
education. Legislative budgets and tax revenues previously earmarked for education now
14 1

.
. 'd costs.
went to other uses such as pnsons
and M ed tcat

The question now is whether

the legislature will make the lottery work for Florida' s future educational needs.
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CHAPTER TWO
THE LEGISLATURE AND SPECIAL INTERESTS
It depends on how you look at it. I am not partial to the lottery even after winning a

jackpot, but I am concerned about those people addicted and those that spend their nondisposable income. I am concerned for those that can not afford to play.
Terry Finestein, 1991 Jackpot Winner 1

In a 1987 article the St. Petersburg Times predicted that the Florida lottery would
almost certainly "become the state' s biggest retail business."2 Legislators compared
starting the lottery to starting a Fortune 500 company overnight -- an accurate
comparison, as other states's lotteries have sales that rank them higher than many
Fortune 500 companies.3 The Senate Select Committee on the Lottery made lottery
forecasts of proceeds of at least $300 to $415 mjllion a year. 4 In its first year,
projections for Florida' s lottery put gross revenues at $1 billion, but ultimately reached
that mark after only eight months.5 Even Terri LaFleur, senior editor of Gaming and
Wagering Business magazine, stated that he had no idea what was possible for Florida
and its lottery.6 Floridians looked to the lottery as a promise of providing for their
growing educational needs. Of course, accomplishing this goal while providing a
chance to win millions fueled the desire for lottery proponents to tap into thi s promising
lucrative resource.

As early as I 981 , the Florida legi slature debated instituting a lottery in the state

7

In each successive session from 198 I, the Legislature introduced resolutions and bills
8

to have lottery funds provide the funding for public and educational projects.
9

However, the majority offlorida's politicians opposed the lottery. Consequently, none
of these bills ever reached the voters' s ballots. Exasperated lottery proponents had to
find a way to circumvent this substantial obstacle.
Unlike the majority of states, Florida and 14 other states allow citizen to initiate
constitutional amendments. 10 Floridians can place constitutional amendments on the
ballot in one of five ways. First, both houses oft he Legislature can approve through
joint resolutions the amendments with three-fifths of the votes.

11

In addition, the

Constitution Revision Committee or the Taxation and Budget Reform Commission can
approve amendments during its meetings.

12

However, commission approval through

this method is extremely slow as the Revision Commission and the Reform
Commission only meet every twenty or ten years respectively.

13

Amendments can also

form by action of a Constitutional Convention convened by citizen petition initiative.
Finally, citizen petition initiatives provide a means to amend the constitution.

15

14

These

petition initiatives require totaling at least eight percent of the votes cast in the last
preceding general election to amend the ballot. 16 However, as of 1990, amending the
Constitution through citizen initiatives provided only moderately successful results for
those initiating the process. Between 1968 and 1990, voters approved half of the six
proposed amendments developed through citizen initiatives.

17

Obviously, Education Commissioner, Ralph Turlington studied all the options
available to put the lottery issue to a vote. He decided to use a citizen initiative to

20

circumvent the Legislative barrier.

18

Turlington used unyielding tenacity to bring the

proposal to the voters. He began by spearheading an organization called the
"Excellence Campaign: An Educational Lottery, Inc.," also known as EXCEL. 19 Thi s
organization pushed hard to establish a lottery with proceeds eannarked solely to
provide for Florida's educational needs? 0 EXCEL subsequently gathered 400,000
signatures to put the lottery bill on the ballot as a constitutional amendment. 21 While
nearing the end of his term in office, Turlington convinced constituents that the lottery
would be a "bonanza" for education.22 One newspaper poll showed that more than half
of the people surveyed believed the Florida lottery would pay for a " major portion" of
state education budget. 23 Florida voters subsequently approved the amendment by an
overwhelming two-to-one margin.24 The Florida Lottery became the third citizen
initiative approved by voters during 1967 and 1990.25 In comparison, the first
successful citizen initiative made English the official language of Florida.26 The second
initiative approved the Sunshine amendment, which restricts almost every governmental
body in Florida to operate in full view of the public? 7
Governor Bob Martinez, had specific ideas concerning the lottery and its
management. He wanted the dignified promotions consistent with the dignity of the
state, and sound business practice.28 He also had grave concerns over using instant
ticket games, which he considered " uncomfortably analogous to slot machines." 29 In
addition, he made it clear that he never made any promises to use the lottery resource
primarily for education.30 The Governor also had certain ideas about the disposition of
this new revenue-generating source. 3 1 He believed that "people who voted for it voted
for it because they wanted a lottery." 32 He did not consider that the funding for

21

educational needs played a significant enough role in the enactment of the
amendment. JJ Although a fonner classroom teacher, Martinez concerned himself with
resolving the mounting indigent health care problems.

34

Motivated by campaign

pro!Wses, Martinez wanted a portion of the lottery funding to provide relief for the
struggling health care industry.

35

During the mid to late eighties, health care issues

proved to be a particularly hot issue in the state. In 1985, Florida's hospitals and health
care providers had $97 million in unpaid bills.

36

Many diverse groups wanted a piece of the lottery revenues. The Legislature itself
considered not only indigent health care, but also other programs such as public facility
construction, childcare, and prison overcrowding.37 Other political organizations felt
that the elderly and disadvantaged needed more support.

38

Educational leaders wanted

to use lottery revenues for teacher pay raises and several costly educational reforms.39
Regardless, lottery backers promised to use lottery money to support education and that

.
1s exactly what the voters expected.

~

Seemingly, lottery proponents anticipated potential diversion of lottery revenues
from education. Subsequently, these proponents structured the initial signature drive
campaign and explicit ballot language toward primarily funding education.41
Apparently, they knew these measures would hamper the chances of other interest
groups diverting funds . Structuring the language for the legislation became critical.
Lottery proponents made sure the new amendment specifically called the lottery
"Florida Education Lotteries. " 42 In addition, the ballot carefully specified that all
43

proceeds would go into the State Education Lotteries Trust Fund.

Unbeknownst to

many, state law limits the legislative branch of government as the only branch allowed
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to allocate funds despite any language used on the ballot. 44 Furthermore, governors also
have restrictions that make them responsible to the Legislature.

45

In other words,

Florida's governor can propose and suggest any funding sources he deems necessary,
but the ultimate decision belongs to the Legislature.46 Consequently, lottery
proponents' careful planning proved successful. The Legislature bowed to
overwhelming constituent pressure and earmarked lottery revenues for education.
House Appropriations Chair Sam Bell explained " ... the Legislature has a moral
obligation, if not a legal obligation, to direct the bulk of it [lottery revenue] into
education. " 47
With the lottery a fixture of Florida government, Governor Martinez began
voicing another one of his concerns about the lottery. He felt that control of the lottery
belonged to the governor. 48 As for the lottery commission, the Governor wanted total
control over the selection process, and he wanted those members to be responsible for
setting lottery policy.49 He pushed hard to have the right to appoint the director and the
commissioners, whose jobs it was to administer the lottery.50 Martinez did not want a
system that could diminish his ability to manage the new department. He believed that
the governor should recommend the lottery director with Senate confirmation. 5 1 To his
advantage, he had political precedence to support him as this method of confirmation is
consistent with other executive agency heads in Florida.52
Lottery proponents and Martinez continued to struggle for control over the lottery.
Senator Jack Gordon had the backing of the lottery industry.53 Gordon' s bill
recommended that both the governor and Cabinet appoint the director.54 The Senate
Select Committee recommended a secretary appointed by the governor, but confirmed

23

by the Senate.55 In contrast, the Chair of the House Committee, Representative

Christian Meffert, proposed that the governor alone should appoint the lottery
director.56 In addition, Meffert wanted the confirming votes of any three Cabinet
members to hire and fire that director. Martinez stood "very firm" against sharing
power with the Cabinet. Of all the proposals, he much preferred Meffert' s
recommendation.

57

The lottery commission appointment proved to be not as

controversial because both the House and Senate agreed that a commission be
appointed jointly by the Legislature and the governor. 58
The House and Senate leaders finally settled the matter of control in a secret
meeting of nine legislative Ieaders.59 However, with the backing of the Court, the
Florida Legislature never considered itself covered by Florida's Sunshine law, so the
secrecy of the meeting was irrelevant.

60

As a result, Governor Martinez had the control

to appoint the secretary of the lottery subject to Cabinet approval and the lottery
commission. 6 1 Despite all his ethical concerns, Martinez did acquiesce in allowing the
games to begin with a scratch-off version of instant tickets.

62

The agreed upon

settlement also stipulated that the then unnamed secretary of the lottery and the lottery
commission be responsible for the games and prize amounts. 63
Amazingly, while Florida voters did amend the state constitution to allow a state
operated lottery, they did not take the same step for casino gambling. Voters rejected a
proposal for casino gambling in 1986.

64

The following year, the Florida Legislature

passed the Florida Public Education Lottery Act. 65 With this Act, the Legislature
intended that the state lottery be run like an entrepreneurial business enterprise. This
Act enabled the newly created Florida Department of the Lottery to establish and
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operate the state' s lottery, and provided for the creation of the Florida Lottery
Commission.66 The Legislature mandated that the Department raise as much revenue as
possible to enhance public education.

67

The Act allowed for a Lottery Commission of
68

five members appointed by the Governor.

The Lottery Commissions's purpose is to

serve "as a resource for the Department and provide private-sector perspectives on the
operation of a large marketing enterprise. "

69

On the other hand, the House Committee on Regulated Industries decided the
secretary' s role required more responsibility, and that he or she should be strong.

70

Nevertheless, even with such responsibility the secretary reports to the Governor who in
tum is ultimately responsible for the success or failure of the lottery.

71

In August of 1987, Governor Martinez chose Rebecca Paul as the first person for
the title of secretary of the Florida Lottery.72 Paul came to Florida with solid credentials
as the former director of the Illinois lottery. 73 She also came with a remarkable
$102,000 base salary that edged over the governor' s own by $6,000 a year, excluding
bonuses.74 Paul brought the lottery a perspective in that the lottery simply provided
75

"entertainment. .. different from traditional forms of gambling."

She proceeded

aggressively to take on the business of running the Fortune 500 equivalent, and
eventually became "one of the most respected professionals in the lottery business. "

76

Many people sung Paul's praises as she managed the lottery with dedicated skill.
During her tenure, she turned Florida' s lottery into "an unparalleled moneymaker."

77

Rebecca Paul's credentials, price tag, and popularity proved warranted. By 1990, the
Florida lottery purportedly had the largest lottery sales "in the world. "
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78

Despite her popularity and skill, Paul did not have an ally in the newly elected
Governor Lawton Chiles. Governor Chiles, a harsh critic of the lottery, believed that
79

Paul spent too much money promoting the lottery.

He considered the Florida lottery a

"grand hoax" and expressed dissatisfaction that it had not fulfilled its purpose of
increasing funds for education.80 He also believed that some jackpots grew too
enormous. For example, during 1990 a jackpot grew to become almost $1 00-million.sJ
As jackpots grow, so does the tendency of players to purchase more tickets. Chiles
wanted to look at changing operations and believed Florida had a moral responsibility
81

to those people who bought more tickets than they could afford.

By the end of 1990,
83

Chiles fired Paul as applicants lined up for the job of lottery chief.
After careful consideration of the applicants, Chiles hired Marcia Mann to fill the
84

position as the second Secretary of the Lottery.

She had been the Assistant Dean of

Education at the University of South Florida and had sufficient political backing and
experience.85 More importantly, she also had the support of then Education
Commissioner Betty Castor. 86 Mann had served on Bob Graham' s campaign for
Senator and as a campaign leader in Hillsborough County for Chiles' campaign for
Govemor.87 In addition, she served on the state' s Education Standard Commission, and
88

as a lobbyist to the state Legislature on issues concerning teachers.

Although Mann

accomplished much in politics and education, she lacked experience in running a
89

lottery. Florida law "suggests" that the secretary have lottery experience.
Nevertheless, both Castor and Chiles thought that Mann brought a unique perspective to
the lottery. More importantly, kept the interests of education and her supporters at
90

heart.
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Unfortunately for Mann, lotteries statistically have a life cycle similar to other
products. Sales began to diminish as the lottery became commonplace. While the U.S.
consumer prices increased by an average of3 .8 percent, the lottery had an annual
growth rate of less than 3.5 percent a year through 1994. 91 In actuality, the lottery did
not even keep pace with inflation. Another obstacle to the lottery's success seemed to
be the disenchantment of Florida's voters with how the Legislature handled the
revenues. According to the former chief, Rebecca Paul, the Florida Legislature treats
the lottery like a bureaucracy, instead of a business. 92 In other words, the lottery lacks
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organizational efficiency commonly found in the business structure.
Long after Mann settled into her new position, the Staff of the Florida House of
Representatives looked in on the Lottery Commission and its role in Florida's lottery. 93
The lottery needed adjustment and the House wanted to know exactly what the
Commission delivered or did not deliver to the whole process. As provided by the
House Committee on Regulated Industries, the commission's duty is to act in the
capacity as an advisory board. Their mission reads as follows:
The mission of the Florida Lottery Commission is to provide a resource to the
Lottery, the Governor and the Legislature, representing various backgrounds and
perspectives. The Commission may advise the Lottery secretary and help the
secretary respond and react to issues from a business perspective. The goal is to
enable the Florida Lottery to successfully operate as much as possible like a
private enterprise.94
Despite the intent of the mission statement, the Commission continually failed to be of
any assistance to the Florida Lottery. Commission meetings began with six meetings
scheduled for each the first three years beginning in 1987. 95 However, while the
Commission complied with the schedule in each of the first two years, thereafter they
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cancelled the majority of meetings due to a lack of quorum.
met onJy one time that year.

96

In 1992, the Commission

97

Under Chapter 24 of the Florida Statutes, the Commission must report regularly to
the Governor, the Legislature, and the Department of the Lottery as to the operations of
the lottery.98 Yet, the Committee on Regulated Industry documented a study in
September 1995 that illuminated the fact that no records existed of any reports ever
being issued by the Lotte1y Commission.

99

During its research, the Committee

requested that the Lottery Commission answer a twenty-five question questionnaire.

100

Only two of five members responded, and their responses did little to inspire
confidence. For example, in the two-fold question "What is the purpose of the
Commission, what is its mission?'' a commission member responded, "I am not
sure. "

101

In another question the Committee asked, "Is there a Commission

Statement? ..." A commission member answered, "I am not familiar with it." 102 Many
of the other responses to questions simply stated, "I don't know, or Unknown." 103 The
Commission had complete lack of focus, direction, interest and drive. The House
Committee determined that the Commission struggled with the issue of what role it
should play in the overall Florida Lottery scheme. 104 The House recommended that the
Legislature amend Chapter 24 of the Florida Statutes to clarify duties that provide
guidance for the Commission members. 105 In addition, these Statutes should include a
requirement that those duties are mandatory rather than permissive in nature.

106

The

House also suggested annual meetings rather than the quarterly meetings. 107 Finally,
the Committee recommended amending the Florida Statutes or as a final measure,
abolishing the commission. 108
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While the House looked into the role of the Committee, America's gambling
industry reached gross revenues of $40 billion.

109

These substantial revenues stacked

up third behind audio, video, and computer products, and publications for the United
States leisure dollar.

110

The competition for leisure dollars in Florida is intense and

.

includes the pari-mutuel industries of horse racing, greyhound racing and jai alai. In
addition, offshore gambling and the Seminole Indian reservation games of bingo, lowstakes poker, and scratch off tickets also vie for the gambling dollar.

111

Hardest hit-

and perhaps the most vocal -- the pari-mutuel industry grew worried as it watched the
crowds diminished over the years. At the Hialeah Race Track in Miami, race days
commonly sported massive crowds of25,000. 112 Now Hialeah considers 4,000 people
in attendance to be a good day. 113 The organizers of the fast-pacedjai-alai games
watched crowds dwindle from thousands to hundreds.

114

As a result, legislative

pressure built to aid the floundering industry. Pari-mutuel groups successfully lobbied
for additional products, which consisted of day and night programs, and Sunday races.

In addition, they added other gambling options to players such as poker games,
dominoes, and out-of-state wagering on horses in order to help boost their lagging
sales.

115

In contrast, the pari-mutuel industries raise less money for governments

through taxing than revenues raised from the lottery. During 1990, the various states
raised approximately $7,500 million of retained revenue from lotteries compared to
only $658.20 million from pari-mutuel taxes. 116 Nevertheless, aid for the struggling
pari-mutuel industry is still forthcoming as the legislature is considering keno games
and video lotteries to aid in the war for disposable income.
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Another contender in the war for gambling dollars is the Seminole Indians of
Florida. In 1988, the Seminoles benefited when Congress legalized Indian gambling in
the Indian Gaming Regulatory Act. 11 8 This legalization came only after the Supreme
Court ruled that Indian tribes could operate gambling operations without state
interference. 119 However, there was a stipulation to this legalization; the tribes had to
use the profits for social services on their reservations. 120 ln 1991 , the Seminoles'
wanted to expand their resources and filed suit against the State to allow casino games
of slot machines and roulette. 121 Considered a sovereign nation, they do not have to
answer to Florida's voters as to the casino gambling issue. An appeals court would
later throw out the case, ruling that the 11th Amendment protects states from lawsuits;
even those filed by sovereign nations. 122
Another competitor to Florida's leisure dollar surfaced to the North. The first
tickets for the Georgia Lottery went on sale on June 29, 1993.

123

Georgia's officials did

their homework when it came to allocating the revenues to education. They had a
working template in the Florida lottery to aid in designing their own lottery. In
addition, they also had the expertise of Florida' s former lottery secretary, Rebecca Paul,
to assist in their success. Sales topped 1 billion in the first year and continued to
increase thereafter. 124 Unlike Florida, Georgia ensured the lottery' s popularity by
guaranteeing that 35 percent of the lottery revenues would go to popular education
programs. 125 The Georgia Lottery funds college scholarships (The Hope Scholarsrup),
pre-kindergarten classes and technology projects in schools.

126

With such successful results in Georgia, Florida' s residents complained even louder
about their own seemingly ineffective lottery. It was not long before the Legislature
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began taking a beating over the way it handled funds "earmarked" for education.
Taxpayers began to question the apparent financial trouble in Florida's education,
because such seemingly large revenues were being generated by the lottery. In reality.
the legislature reduced education 's general revenue share from 61 percent to 50 percent
and used the lottery to fill the gap. 127 This, despite the fact that the voters enacted the
lottery to "enhance" education dollars. The required 38 percent of lottery sales do go
towards education as intended, but the education's general budget allocation
28

diminished. The legislature moved education funds to other social priorities.J
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recession at the beginning of the ' 90s, demands for more prisons, and enormous

ID

increases in the costs of social programs like Medicaid, drained general revenues just as
lottery funds started rolling into the coffers. 129 Consequently, as complaints grew
louder, the legislature began looking at ways to revamp the current system. Senator Don
Sullivan said it best when he stated that, "It's not politically acceptable to leave the
lottery the way it is." 130
Unfortunately, with the perception of mismanagement in taxpayers' minds, voters
refused to enact several important tax increases. This perception was so pervasive that
the sugar industry counted on taxpayers' emotions in their advertising. The industry ads
stated that the "state bureaucracy would waste the money, much as the state wasted
lottery money" in order to successfully battle against a penny-per-pound tax.
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Many

counties tried to enact penny increases in taxes to provide aid for Florida' s struggling
educational needs. 132 Despite education ' s desperate need for revenue, Florida voters
wanted an accounting of where the revenue from the Florida lottery was going. The
public no longer trusted the government to spend this money wisely. As a result, many
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school boards, educators, and students believed that decreases in education's revenue
share sho11changed education .

133

One group asked the courts to force the governor,

education commissioner and Legislature to spend more money on schools.
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The

coalition of 45 school districts and 11 students joined together in a lawsuit ordering
lawmakers to change allocations to education.

135

for Adequacy and Fairness in School Funding."

136

They called themselves the "Coalition
ln another lawsuit, a Tallahassee

public school teacher alleged that the failure to provide lottery dollars to enhance
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education constituted a breach of contract and a breach of promise.
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Florida is by no means the only state where educations' beneficiaries have joined
together to file suit. In fact, since 1989 lawsuits have appeared in over half of the
states' governments trying to force them to change the way they allocate money for
education. 138 The odds for Florida' s coalition are even.
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Even so, just the hint of a

lawsuit has put Florida's legislative body on notice.
Coalitions have played a major role in gambling ventures throughout America.
Once the lottery was in place in Florida, groups hungry to bring casino gambling to
Florida made their presence known. During 1994, gambling interests in Las Vegas and
other large casinos paid out $16 million to legalize casinos in Florida.

° Florida must

14

have seemed like a very good bet as these groups already had gambling with the parimutuel industry, Seminole Indian gaming, gambling boats, and the lottery. Gambling
interests paid over $1 00 million in political donations at the state level in five years to
ensure the success of casinos. 14 1 Pro-casino camps raised over $5.6 million of this
amount in three weeks in September. 142 ln response, anti-gambling coalitions formed
to halt the spread of this new gambling fever. Clergy, elected officials, community
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groups, and even Walt Disney World led the campaign to halt casino gambling. These
anti-gambling groups did not have the funding of their rivals. For instance, a group
called No Casinos raised only $202,000 in those same three weeks in September.

143

They had a tough fight on their hands as casinos fought for the chance at enormous
profits. According to the Washington Post, casinos brought in more profits than leisure
activities such as movies, theaters and all live concerts combined.

144

By 1994, casinos

in 10 states generated more revenue than lotteries in 36 states and the District of
Columbia. 145 In order to aid in getting casino legislation to pass, the gambling industry
commonly agrees to allow states and localities to take up to a fifth of their winnings.
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The enormity of casino gambling became apparent in 1988, when casinos were legal in
only two states.
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By early 1993, the nwnber of casinos increased to over 15 states and

four provinces. In addition, lotteries increased from one in 1964 to 37 by 1997.

148

Recently, despite the apparently successful momentum of the gambling movement,
ant1-gambling activists have won 21 contests in states and towns where voters
considered expanding gambling. 149 Even more amazing is that with very little funding
these anti-gambling activists lost only two of these fights. Christian conservatives,
suburban liberals, and inner-city blacks are all brought up issues concerning compulsive
gambling and political corruption.

150

Lotteries proved to be more successful-- no doubt

because of their ties to specific social needs of a state.
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CHAPTER THREE
THE FLORIDA GOVERNMENT AS AN ENTREPRENEUR
The capital prizes were so large that they excited the eagerness of hope; but the sum
secured by the government was small when compared with the infinite mischief it
occasioned.
Andrew Steinmetz, Esq., The Gaming Table: Its Votaries
and Victims, In all Time and Countries, esp ecially
in England and in France, 1870 1

In 1992, a successful corporate mogul named Ross Perot ran for the office of
President of the United States. During that time, Americans considered putting a
corporate leader in the position of running the government. Politicians and
businesspeople battled over whether this successful corporate leader would make a
good President. Ultimately Perot did not become President, but the event suggested
that running a government and running a corporation bad significant differences.
Nevertheless, governmental entities acting in a business capacity do exist, such as the
United States Postal Service. Nevertheless, conflicts begin when politicians and
business people join to bring a product to the public. These two groups must blend
popular short-term decisions with steady long term strategic decisions. When the
lottery came to Florida, politicians, educators, and voters had to learn how to handle the

overwhelming issues and information in the battle to make the lottery work for the
state.
Operators of early lotteries did not have the complexities of today' s lotteries.
These early lotteries generally had minimal costs, and the winners received larger
portions of the revenue. The following is a typical breakdown of lottery revenues in the
Massachusetts Faneui] Hall Lottery in 1762.
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500
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1,200
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300
1,200
4,800
10,800
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11.000
$1 ,200 3

Remains for the use of Faneuil Hall

The bulk of the revenues that the state collected went toward funding prizes. As for
proceeds for Faneuil Hall, the lottery provided them 10 percent for their own use to
repair a municipal building.4 The cost of operating these early lotteries was minimal
5

primarily because volunteer private citizens often conducted the drawings. This
6

volunteerism of citizens continued well into the early 19th century. By comparison,
today' s lotteries are far more complicated to operate. They require larger revenues,
massive advertising and promotional campaigns, thousands of distribution sites, and a

39

large work force to generate the maximum dollars possible. The following is a
breakdown of a typical lottery dollar in the state of Florida:
Prizes
Education
Retailers
Lottery
Ticket providers
Advertising

50%
38%
5.5%
3.0%
2.1%
1.4%7

Included in the three percent lottery portion of the budget are salaries for lottery
employees. In staffing alone, Florida provides jobs for over 700 employees in the
state. 8 Upwards of 12 percent of lottery revenues go to employee salaries, retailers,
costs, ticket providers, and advertising. This collection of people and services provides
the government with a complete corporate network geared towards providing
entertainment.
Government involvement in the corporate arena is not new. The Federal
government provides communication services through its postal service. The
government manages this entity as a business with established operating profits. While
the post office provides a necessary service to its citizens, the lottery provides a
completely different service--entertaining the masses. Although the post office does not
eannark profits to benefit a specific social service, a percentage of the profits generated
through lottery activity provide extra revenue for Florida's struggling educational
system .
Florida's government took on a whole new role in bringing the lottery to the
state. Turlington and his group EXCEL spent many hours persuading voters with
9

promises to support education. Predictably, they left the specifics of how the lottery

40

funds would directly enhance education to the whims of politics and chance.
According to Susan A MacManus, a professor at the University of South Florida,
''Florida educators did not do their homework when they campaigned for the lottery."

10

The so called "Fortune 500" that was the Florida lottery equivalent did not have
the luxury of time to build its product as most other large corporations do.

11

However,

Florida did have many working templates of governmentally-run lotteries from which to
research and develop a profitable product. From 1964 through 1987, twenty-five state
governments instituted lottery games. 12 Each new state delving into the lottery process
gave Florida another chance to pick the best qualities from each.
One of the first steps in developing an effective corporate environment is to
choose management to fit the corporate culture desired. The best place to look for such
quality management is among the leaders in the industry. Governor Martinez found
Rebecca Paul, a savvy business leader running the Illinois lottery. Paul not only ran a
successful lottery in Illinois; her credentials also included being a former college
teacher and newsperson, and a former Miss Illinois. 13 Paul was not the only staff
member with lottery experience. Paul's second-in-command, David A Bausch, also
joined Florida' s lottery team as assistant secretary. 14 Recognized as one of the best
"nuts and bolts" persons in the business, he brought 13 years of Illinois lottery
experience to Florida. 15 The Illinois lottery also lost Robert Meyer, its former director
of advertising, to Florida. 16 Another leader, Michele Hayes, brought two years
experience as the director of sales for the California lottery.

17

Ultimately, this team's relationship proved short-lived. Despite Paul' s
experience, Chiles quickly fulfilled his campaign promise to oust her as lottery
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secretary. Chiles did not appreciate Paul 's management style and decisions, especially
concerning the advertising budget. He fired her soon after coming into office. 18 By
then Paul had served 4 years as Secretary of the Florida Lottery ( 1987-1991 ).

19

Subsequently, Marcia Mann, acting under Chiles's direction, took command of
the lottery. Chiles had different ideas for running the lottery than did his predecessor.
He wanted the lottery to provide more funds for education, but he looked at the process
with the eyes of a politician. Paul later commented that Florida's lottery suffered as a
result of this thinking. In her mind "to treat the lottery no differently than any other
state agency is a sure plan for disaster. " 20 She cited, as one example, the government's
elimination of sales bonuses from field sales staff. 21 She reasoned that lottery personnel
had to meet the same demands and had the same responsibilities as other private sector
employees in the industry.22 For these employees to meet those demands and to
compete in the marketplace without additional compensation meant that they lacked
beneficial incentives. According to Paul, "This move alone would have knocked the
wind out of any private sector firm, let alone a state agency trying to act like a
business. " 23
Marcia Mann certainly had to work hard as she followed in Rebecca Paul' s
footsteps . Paul had extensive experience and expertise, and she was a popular leader.
Nevertheless, Mann began her leadership with the Florida lottery operating like a
corporation. Under Mann's command, the lottery remained somewhat popular and
continued to break national records.24 However, lottery sales also began to lose the
momentum of earlier years. 25 Revenues began to level out as 1992 sales edged just
slightly over 1991 sales. 26 In her defense, Mann inherited many unforeseen problems.
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The country was in an economic recession in the early 90s.~ Moreover, as is typical in
7

times of management changes, Mann encountered staffing problems. In all, she lost
three of her top managers by December of 1992: George Haynie, James Spencer, and
Tom Napier all left shortly after Mann' s arrival.

28

Haynie resigned after reported

conflicts with Mann, while Spencer left after an investigation found him billing the
state for 24 trips to his hometown.

29

In addition, lottery sales dropped dramatically in August of 1992 after Hurricane
Andrew struck the state.

30

The storm shut down around 2000 lottery sales tenninals,

and monthly sales in Dade County dropped by 62 percent. 31 These lost sales had
significant impact on sales for the year. Through 1994, lottery sales growth amounted
to less than an annual3.5 percent. 32 The trend continued as lottery revenues flattened
to about $2.2 billion annually by 1995.33
In comparison, U.S. consumer prices increased by an average 3.8 percent with
34

personal income growing by 6.1 percent annually during this same period.

Obviously,

Florida lottery revenues failed to keep pace with inflation. 35 In contrast, Florida' s
General Revenue Fund, the single most important cash source for the state, had an
annual average expansion rate of 5. 4 percent. 36 After instituting the lottery, legislators
subsequently rerouted education funding from the General Revenue Fund. The fact that
lottery revenues failed to keep pace with inflation also meant that educational funding
suffered. As a result, economists forecasted reduced funding for the 1994-95 school
year of $42.8 million.37 However, Florida was not the only state with problems. As of
fiscal 1994, a majority of American state lotteries reported year-to-year declines in lotto
sales. 38 States such as California, Connecticut, Illinois, and Maryland watched lottery
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sales make significant drops of 56, 35, 34, and 15 percent respectively.

It appeared

that the lottery products followed life cycle paths similar to other corporate products.
The life of a product generally follows four distinct evolutionary cycles:
introduction, growth, maturation, and decline cycles. At each stage management must
make decisions and develop strategies to enhance product demand. The following chart
shows demand for the product at each stage.40

TABLE 3.1
TYPICAL LIFE CYCLE CURVE OF A PRODUCT

Demand

Introduction

Growth

Maturation

Decline

Corporations can chart products individually or in groups; either way the cycles follow
these same cycle patterns. Gambling products are not immune from these life cycle
effects as evidenced when Atlantic City moved into their gambling venture.
In 1978, Atlantic City's first casino, the Resort International, began operations
as the only casino in its market.

41

Initially, local demand for casino gambling far

outweighed the supply and limited available space caused patrons to wait in line for
42

hours.

Other gambling interests recognized the opportunity for massive profits and

began their own migration into Atlantic City. Two casinos, Caesars and Bally's, moved
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quickly to snap up the patrons previously left standing in line.·P Before long, eight
44

more casinos opened and quickly managed to stabilize the demand.

Unfortunately, the organizers obviousl y believed that Atlantic City would
provide unlimited profits for any casino built. As a result, competition for patrons
escalated between various casinos as they reached the maturation point. Each casino
scrambled to find newer and more effective ways to compete. Initially, casino
operators aimed massive promotional campaigns geared toward local demand, but that
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demand was not enough. 45 Eventually, casino operators bad to continue the search for
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patrons and looked to the surrounding states. Casino managers knew the surrounding
market was untapped, but they needed to find a way to bring that demand to Atlantic
City.46 If the patrons would or could not come to Atlantic City on their own volition,
the managers decided they would provide added convenience as a draw. The casinos
began busing the out-of-state bettors. 47 Initially, the move proved successful: through
1988 they had succeeded in busing 12.5 million visitors to Atlantic City. 48 However,
this new marketing scheme only granted short-tenn relief as supplies continued to
exceed demand. 49 The casinos soon found themselves in financial trouble.
No clear studies prove whether declines must always follow the maturation
stages. 50 Yet, in the case of the Atlantic City casinos, a particular decline did develop.
The Atlantis began bankruptcy proceedings, while the Claridge failed to show any
profits after seven years of operation. 5 1
Casino products are not the only gaming product to follow a life cycle pattern.
Studies of lotteries show that they can and do have life cycles that include marked
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declines. Examining Britain's lotteries during a period between 1977 and 1991 , one
will find the usual increases and declines in the demand for the lotteries. 52

TABLE 3.2
Lotteries in Britain, 1977-911; (England, Wales and Scotl and)
Year

Local authoriti es
Numbers

1977/8
1978/9 **
1979/80 *"'*
1982
1985
1990/1

1,202
4,812
3,000
1,1 86
598
148

Sales (Lm) .
9.29
31.95
18.52
7.59
4 .42
2.02

Charitable societies
Numbers Sales (Lm .)
1,297
8,319
9.174
4,730
1,574
855

9 .59
59.76
65.4 1
44 .92
20.61
25.46

Original source: The Gaming Board of Great Britain Annual Reports.

*Includes on ly lotteries registered with the Gami ng Board
*1r Peak year for local authorities' lottery numbers and turnover
r.1r1r

Peak year for charitable lotteries

Source: An Economic and Social History ofGambling in Britain and the USA. 53

However, nothing indicates that demand cycles changed according to the purpose of the
lottery.54 The demands for lotteries run by charities, as well as those run by local
governments, peaked out within the first three years and declined quickly thereafter. 55
Effective management can look at the position of a product in its life cycle and
build a strategy to enable the product to survive as long as possible. One method of
maintaining consumer interest in a product is to keep changing its presentation, while
another way is to add new products. However, for lotteries, manipulating the winning

46

odds also provides added incentive to purchase. For instance, winning smaller sums
with greater frequency may interest a pl ayer more than greater wins with less frequency.
Subsequently, management might structure the games to meet the preferences of the
gambler. Using these strategic methods can serve two purposes: the buyer does not
become bored with the product, and multiple products running in overlapping periods
provide steady revenue generating sources.56 As for the Florida lottery in particular,
organizers rotate products thus maintaining player excitement and enhancing consumer
satisfaction.

57
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products to diversify and increase sales.
Florida's first games began with scratch off tickets that provided instant results.
The first such game, "Millionaire," began on January 12, 1988, and played through
April18, 1988. 58 Generally, the instant games stay active for only a short time and have
restricted deadlines. Millionaire' s redemption deadline ended on June 17, 1988. 59
Florida typically has shorter deadlines than many other states. 60 Winners of instant
games must claim their prizes within 60 days after the official ending date of the game,
while on-line games extend their deadlines to 180 days.6 1 Again, these staggered
games provide several different varieties of play at a time. Since the first scratch off in
1988, there have been 58 instant games released through December 16, 1996.62
Another extremely popular offshoot of the instant variety is a game called
"Bingo." This game is a little different from prior scratch-offs in that it sells for two
dollars per ticket. Also, participants have extended play time as they must match
numbers to fill rows and columns, similar to the Bingo game. The first Bingo scratchoff game set national first-week sales records. Total sales in the first year for this

47

product exceeded $154 million, generating over $7.7 million in sales in the very first
63

week alone.

Along with scratch-off tickets, organizers set up computerized on-line games.
64

Lotto sales and Ca$h 3 both began play on April 29, 1988.

With a Lotto pick, players

chose six numbers from one through 49. With these numbers players have a total of 13,
983,816 combinations ofplay.

65

In Ca$h 3, players choose a three-digit number from

000 through 999. Initially, players used scantron sheets for all computerized games.
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On these sheets they could pencil in their number picks for a specific game. On April
3, 1990, in an effort to simplify the product, organizers introduced the first "Quick
Pick. "66 With Quick Pick, players allow the computer to choose a random set of
numbers for them. This process of selection is more efficient because purchasing a
ticket is much faster when the customer merely hands the clerk a dollar.
At the Florida lottery' s four-year anniversary these on-line games constituted 70
67

percent ofsales.

Florida purposely chose to use the on-line computerized games as its

primary source of revenue. Other states that rely on the on-line games are Illinois, New
York, and California.

68

Research shows that using lotto to gain revenues is one of the

most aggressive approaches.

69

Organizers are concerned that these lotto games tend to

lose public interest and fade in the long-run, requiring Florida to continually search for
new ways to enhance sales.70
In February 1993, Lottery officials changed the prize structure ofFlorida' s Lotto
by reducing prizes in the lower-tiers to provide a greater percentage of the prize
amounts to the jackpot in an effort to increase sales.

71

According to one statistical

study, lotto sales for Florida are on the maturation segment of the product life cycle. 72
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Even introducing other versions of lotto has not generated renewed interest in them .
74

Statistically, the Illinois lottery followed this same path of decline.

Apparently, the

public does eventually lose interest in lotto games.
For players not willing to wait until the following Saturday to find out if they
won, the Florida lottery introduced "Fantasy 5." The on-line Fantasy 5 game began
selling on April 28, 1989.

75

In this variation, players had to select five numbers

between one and 39. Originally, organizers held drawings on Tuesday and Friday
nights. On August 6, 1990, the drawings increased to cover nightly draws from Monday
through Friday.

76

By April30, 1993, the odds of winning increased as players now had

only to pick five numbers between one and 26.

77

78

The last on-line game to join the series began on July 4, 1991 .

Called Play 4,

this daily draw has players choosing numbers from 0000 to 9999. Organizers set up the
games so that a player can purchase a Play 4 ticket for either fifty cents or $1 , with
increased prize amounts for the larger bet. 79 The game also allows players to choose
among five different combinations of play and is therefore a bit more complicated.
Combinations of play include choosing either a straight, or 4-way, 6-way, 12-way, and
24-way boxes.

80

Within a specific box, a number combination can match exactly or be

rearranged in order to match winning numbers. For example, if a player plays number
122 in a three-way box, the player wins with three number combinations of 122,2 12,
and 221.

81

82

The odds of winning increase as the box size expands.

Each of these new

games increased advertising needs for the lottery.
Certainly one of the most controversial issues related to state lotteries is its
advertising. Within the United States, lottery advertising made state lotteries the

49

biggest advertisers in the country.

83

For the 38 U.S. lotteries, the collective cost per

year is approaching a halfbillion dollars.8" United States lotteries are not unique in
having such large advertising expenses. Jn Spain, the lottery organization ONCE
sponsors a rather large professional cycling team to promote its lottery throughout the
85

worl d.

Significantly, even though in Florida the advertising budget takes the smallest
percentage of the lottery revenue dollar, advertising is consistently at the center of
statewide debates.86 Martinez often complained about advertising protocol and the
need to keep it dignified. 87 Afterward, Chiles complained that promoting the lottery is
too costly that the money should instead go toward schools.88 Chiles wasted no time in
informing Mann that he did not want "as much glitz," referring to the advertising
budget under Paul's direction.89 Subsequently, Mann did not fight legislative cutbacks
in the lottery' s advertising and promotional budgets. 90 Advertising cutbacks proved to
be considerable within a four-year time span through January 1995, dropping from $39
million to $33.5 million. 91 According to Fortune magazine, advertising is an essential
element as "new products turn out to be crucial to the success oflotteries." 92
For Florida, the progression of its advertising strategy was to diversify into
television. Despite the legislature never approving spending lottery money on a
television game show, the first Flamingo Fortune television game show aired on
October 14, 1995.93 Lawmakers complained that no one asked in advance to approve
such an expenditure. 94 Mann countered that the fund designated for lottery advertising
provided for the television program. 95 In an Annual Report letter dated January 1996,
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Mann pledged to Florida students that the lottery would pursue every opportunity to
boost sales.

96

Generally, states spend about two to three percent of lottery advertising and
promotional dollars on such productions. 97 Initial estimates put production costs at
between 3-million and $3.5-million for 52 episodes for the first year. 98 Florida wanted
a television game in which contestants would compete in various games that required
little or no skill. Thus, these games are simply games of chance. 99 Flamingo Fortune fit
the bill with beach balls swaying, wheels spinning, and crowds chanting. This display

•o

has all the trappings of the ever-popular games shows. Flamingo Fortune instantly
proved very popular for viewers, its debut ranking second behind "Jeopardy. " 100
However, the concept of a game show tied to a state' s lottery is not new. Illinois and
Massachusetts already produce similar shows. 10 1 According to William Bergam,
director of the North American Association of State and Provincial Lotteries, these
types of game shows are effective and tend to lead all game shows in their markets. 102
Mann projected that ifFlorida ultimately follows the same path as Illinois and
Massachusetts, the show will increase sales by $60-million to $90-million annually.

103

Despite Chiles's previous statement that he did not want glitzy advertising, he condoned
the show. 104 Through his spokesperson he stated that the lottery is "a big hit and it's
doing what it's supposed to do--which is to promote the sale of tickets to promote
education." 105
Generally, massive advertising campaigns, and pursuing promotional
opportunities are the primary means of increasing sales. The gaming industry in
particular grows more intensely competitive as each gambling venue searches for more

51

successful products. Greyhound racing, jai-alai, horse racing, bingo, American Indian
games, and the Florida Lottery all compete for the discretionary dollar. Discretionary
dollars amount to earnings made by an individual above their requirement for
necessities. However, lottery organizers have other issues with which to concern
themselves. Not only do they have to consider the educational needs of a state and to
run a business, they must consider retailer distribution, large jackpots, unclaimed prize
money, churning issues, and distribution efficiency-- just to name a few.
Like the pari-mutuel industry before it, Florida began feeling the competition
from other gaming interests as lottery excitement began to wane. In order to enhance
profits, Florida's Commissioners decided to look at retail distribution sites as a prime
area to reduce costs and boost sales. With 13,000 retailers grabbing approximately 5.5
percent of the lottery's revenue, the Commissioners wanted to identify the most
successful outlets. 106 They turned to the technology of neural networking called
ModelMax to determine a successful vendor model. 107 A relatively new technology,
neural networking is the linking of processors that enables an operator to quickly
analyze dozens of variables, and put together an effective strategy. 108 The program
examines the variables to pinpoint important sales patterns. In this case, the
Commissioners' specifically wanted to optimize and replace the lowest-performing
outlets with others that fit the model for a successful vendor. 109 In identifying the most
valuable retailer, they found several other interesting sales facts. For instance, the
program found that chain affiliation played a strong role in successful sales. 110 This
means that corporations with several stores throughout an area brought in more revenue
than the simple one store comer market. In addition, sales growth corresponded with
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the length of time a vendor sold tickets. 111 Signjficantly, this program also verified the
conjecture that as the state's jackpot reaches bigger dollar amounts, the peripheral
vendor locations see increased sales.112 Industry leaders commonly call this the "border
effect. " 113 However, after instituting its own lottery, Georgians appear to prefer
purchasing their tickets in Georgia, thus benefiting their own educational programs.

114

In addition, Georgia 's odds are better at one in 9 million compared with Florida's at one
~ 'i

in 14-million. 115 Despite the odds, Florida's lottery still draws currencies from all over
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the world for the chance to win big dollars. Florida has had winners from 90 other
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countries including Africa, Asia, Europe and South America.

116

No doubt, bigger

jackpots tend to entice worldwide currencies, but they also bring problems. In 1992, an
Australian syndicate bought all the possible number combinations for a draw in
Virginia. 117 For a mere $7 million they won $27 million. 118 Afterward, Virginia
changed its rules to ensure no repeated incident. 119 Florida used this knowledge to
tailor its rules to prohibit unauthorized number selection play slips for any ticket
purchase. 120 Additionally, lottery officials require any purchases over $100,000 be
reported to Lottery security. 121 Chiles's pushed hard to cap large jackpots altogether,
but his intention was to funnel more money into education. 122
It did not take long for lottery organizers to test the policies. In September

1990, the Florida lottery jackpot rolled four times and grew to $106.5 million. 123 The
September 15th drawing's large jackpot drove sales upward for the state, providing
additional proof that grand prize amounts do have a direct relationship with sales. 124
According to John Scoggins of the University ofFlorida, governments can increase
revenues by manipulating the size of the grand prize.125 His findings show that the
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larger revenues occur when organizers artificially increase the jackpot after rolling over
three consecutive periods.

126

Another controversial issue within the state is the use of unclaimed lottery
proceeds. After some debate, the Staff of the Florida House of Representatives
Committee on Regulated Industries took a look at this issue. Currently, unclaimed
prize money goes back to reinvesting or supplementing prizes for lottery games and
promotions. 127 Although consistent with a majority of other states, legislative members
still questioned the procedure.

128

Legislators wanted to deposit unclaimed prize money

into the Educational Enhancement Trust Fund or the General Revenue Fund, a proposal
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endorsed by Chiles. 129 Another suggestion put these funds directly into a specific
educational project. 130 The legislature battled over the use of unclaimed money. The
staff of the Florida House organized a committee to determine the "best use" for these
funds. 131 Yet, a major obstacle in the "best use" determination is Florida law. Unlike
most other lottery states, Florida does not have the flexibility to decrease the pay out
percentage of 50 percent. 132 Consequently, there is a mandated minimum of 50 cents
that goes back to the buyers as prizes, while unclaimed funds constitute a part of that 50
percent required minimum.

133

The Department' s position is that reinvesting unclaimed prize money returns
more to the prize pool by providing for larger payouts.

134

Most often used with instant

game scratch-off tickets, reinvesting unclaimed prizes allows the Department to
increase prize payoffs to well above the mandatory 50 percent level.

135

The additional

prizes are generally smaller in amount; however, they do provide more frequent wins
while generating more excitement for ticket purchasers. Other uses of unclaimed prize
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money include enhancing the Lotto Month promotions in December, and enabling the
special prize promotions of automobiles.

136

These end-of-year promotions typically

guarantee a $1 0-million dollar grand prize, even if sales do not warrant this amount.

137

In a related issue the committee also looked into the trend commonly known as
the "churn effect."

138

Thi s documented effect shows that a greater turnover of

winnings tends to instigate additional ticket purchases.

139

Comparison studies

consistently indicate that subsidized games with smaller payouts but more numerous
prizes outsold games with larger pay outs but fewer prizes per game.

140

The

Department began testing its own games to determine the validity of the churning
effect. They compared subsidized instant games with those not supplemented with
prize pool money. 141 The department made sure that they mixed the play styles and
prize structures equally between both of these instant games.

142

In conclusion,

subsidized games offering higher pay out ratios of 65 percent consistently sold more
tickets than games with using a 50 percent prize pool. 143 As additional verification, the
variations in prize structure or play style did not alter the findings. 144 The committee
recommended that the current use of unclaimed prize money for supplementing instant
game prize pools and funding special promotions was indeed the "best use" of those
funds.'4s
Florida officials began looking into ways to cut costs and increase efficiency.
As with most corporations, even the simplest changes can make large improvements. In
1994, the Florida lottery changed the ticket format for its computerized games. 146
Previously, each ticket carried one set of numbers. The new ticket format provided
space for up to five sets of numbers to be printed on each ticket. According to the 1994
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Annual Report, this seemingly small change saved 14 trees a week, equaling a small
forest of730 trees a year.

147

Changing the format also affected outlet efficiency, as

each $5 play ticket printed four seconds faster. 148 In addition, retailers stretch supplies
farther and change stock rolls less frequently. 149 Customers benefit from reduced
waiting times.
Florida also expanded its services by providing more district offices. 150
Distributing prizes greater than $5000 previously required the winner t~ travel to
Tallahassee. An innovative Distributed Check Writer (DWC) system allowed winners
easier access to prizes of up to $50,000. 151 The DWC system won a Davis Productivity
Award from the Florida Council of 100 and Florida Tax Watch in 1993. 152 This new
service came just in time to provide better service for Fantasy 5, a game which
premiered in April of 1993. 153 Florida Tax Watch named Florida's lottery as "one of
the state government's most efficient agencies." 154
While most discussion rests on educational issues, the system also provides
profits for other important entities. Many businesses including advertisers and ad
agencies, ticket makers and suppliers, and large and small convenience store chains
gain millions, primarily from the Florida lottery. Additionally, book publishers, from
magazines hawking horoscopes, numerology, and dream interpretations, to various
authors searching for answers about the phenomenon of gambling, generate increased
economies within the state.
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The conviction that the world can be made a better place by regulating behavior runs
deep in America~~deeply and strongly enough to have produced the Volstead Act.
Conscious or not, this conviction continues to animate most of the individuals and
organizations~-acadernics, editorial boards, psychiatrists, politicians, and bureaucrats-who would guard the public interest where gambling is concerned.

I[]

1

Vicki Abt, James F. Smith and Eugene Martin Christiansen, The Business o[Risk

Gambling is and has always been an integral part of American life. However,
after many decades of accumulating information, researchers have not yet identified
specific gambling behavioral patterns relative to specific games. It is still unclear
whether a study of gamblers in casinos really provides accurate information about those
who play the lottery. However, even where studies indicate potential problems, lotteries
managed to thrive and still maintain continued support.
In 1914, H. Von Hattingberg conducted the first known psychoanalytical study of
gambling. 2 By studying one patient in particular, he determined that psychosexual
3

inadequacies prompted his patient's behavior. Van Hattingberg's thesis influenced
subsequent psychiatric research. In 1920, while studying another young patient, Ernst
Simmel, Von Hattingberg came to the conclusion that "gambling is an expression of a

narcissistic preoccupation with birth fantasies and the wish to inseminate oneself,
bypassing both parents and thereby serving a bisexual aim." 4 In typical Freudian fashion,
both Freud and Simmel claimed irrational gambling derived itself from " primal, oedipal
guilt. " 5 Not until the early 1950s would a psychoanalytical researcher, Edmund Bergler,
change how the world looked at gambling behaviors. 6 Unlike his predecessors, he
carefully documented his 30-year investigation of a multitude of subjects.7 He based his
studies on 60 gamblers under his care and included his contact with hundreds more
gamblers to provide more reliable data.8 In 1957, Bergler labeled the first "compulsive

~:1'\.

gamblers" condition and declared the behavior an illness.9 He contended that the

ll

compulsive behavior resulted from an unconscious wish to lose.

° Consequently, he

1

believed that rather than condemning those unfortunate souls, society should endeavor to
treat the offenders with medical intervention. 11 His work achieved widespread
recognition from both academicians as well as the general public. 12 The recognition of
his work is so profound that to date he remains, "one of the most widely quoted sources
on gambling." 13

In 1957, two ex-gamblers founded the organization Gamblers Anonymous. 14
They supported Bergler' s theory that gamblers who lose repeatedly are victims of
compulsive behavior and have lost the ability to control that behavior. 15 They believed in
this theory so strongly that they structured a portion of the Gamblers Anonymous' credo
as follows:
We learned we had to concede fully to our innermost selves that we are
compulsive gamblers. This is the first step in our recovery. With reference to
gambling, the delusion that we are like other people, or presently may be, has to
be smashed. We have lost the ability to control our gambling. We know that no
real compulsive gambler ever regains control. All of us felt at times we were
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gaining control, but such intervals--usually brief--were inevitably followed by still
less control, which led in time to pitiful and incomprehensible demoralization.
We are convinced to a man that gamblers of our type are in the grip of a
progressive illness. Over any considerable period of time we get worse, never
16
better.
Modeled after AJcoholics Anonymous, Gamblers Anonymous' purpose is to help its
members to stop gambling.
are used.

17

In an effort to keep members anonymous only first names

18

...

In 1972, Gamblers Anonymous teamed up with a psychiatric staff of the Veterans
Administration Hospital and opened the first in-patient treatment facihty.

19

20

Simultaneously, members of Gamblers Anonymous, the clergy, lawyers, and medical
professionals created a new organization called the National Council on Compulsive
21

This organization's main goal is to educate the public about the "disease" of

compulsive gambling. 22 In 1983, the National Council opened a hot line in New Jersey
in order to reach problem gamblers. 23 The first caller was a 14-year-old boy whose
problem gambling led him to spend $35 per week on the New Jersey lottery.

24

By 1988,

the membership for Gamblers Anonymous reached approximately 8500 with members
located throughout the United States and Canada.

25

With the gambling industry becoming so widespread and lotteries available
throughout the United States, the need for further study heightened. Generally, those
researching the issues consider problem gambling as progressive in nature; the gambler
subsequently moves into heavier, more frequent gambling, and eventually loses control
over gambling and consequently disrupts his or her life.
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Treatment

for this newly defined disorder consisted of controlled group therapy and counseling.

Gambling.
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In 1997, Henry Lesieur of
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Illinois State University conducted a survey of Gambling Anonymous members and
reported the following results:
26%
34%
44%
21%
18%
66%
16%

Divorced or separated
Quit or lost jobs
Stole from employers to cover debts
Filed for bankruptcy
Gambling-related arrests
Contemplated suicide
27
Attempted suicide

These percentage amounts are even more profound when one considers that in 1997,
Gamblers Anonymous reported over 12 million compulsive gamblers in the United
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States.

Congress also became concerned with gambling effects on the nation. In 1973,
Congress asked a national gambling commission to investigate gambling problems.
After three years of extensive investigation, 43 days of public hearings, and over 275
expert testimonies, researchers issued a defmitive report to Congress.29 The commission
determined that casinos do not belong in urban areas, states should not encourage people
to play lotteries and the state should tax the gaming promoted by Native Americans.30
For unknown reasons, Congress never acted as a result of the study.31 Nevertheless, in
1976, another national commission determined that pathological gamblers amounted to
.77% or 1,100,000 adults in the United States.32
Increased recognition of the disorder came in 1978, when the Maryland
legislature passed a bill to fund the treatment of compulsive gamblers.33 This bill clearly
states Maryland' s own responsibility to those suffering from gambling disorders when it
declared that:
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Compulsive gambling is a serious social problem and there is evidence
that availability of gambling increases the risk of becoming a compulsive
gambler; and that Maryland with its extensive legalized gambling has an
obligation to provide a program of treatment for those persons who become
addicted to gambling to the extent that it seriously disrupts lives and families. 34
However, only in 1980 did the American Psychiatric Association formally
recognize pathological gambling as a " disorder of impulse control. " 35 Once the medical
community acknowledged that compulsive gambling as a disease, the justice system took
steps to prevent casinos from exploiting those with the disease. In 1985, a court forced
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an Atlantic City casino to shut down for one day after the casino allowed a known
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compulsive gambler to lose millions of dollars of stolen money at the tables. 36 Under
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court order, the casino brought in special treatment counselors who held seminars about
the compulsive disorder.

37

Two years later, the Florida Supreme Court chose not to

enforce New Jersey' s gaming laws for a Florida resident who owed a $100,000 gambling
debt to an Atlantic City casino. 38
However, over the years, governments have cleverly chosen when to use or
alternatively prohibit lottery activity. When not enlisting the help of lotteries to finance
roads, municipal buildings, reconstruction, wars, and social enhancements, these same
governments would again recall the need to protect their citizens. This sort of double
standard is not new. As colony rulers, British administrators and government officials
tried halt to lottery activity. T hey reasoned, "such practice doth tend to disengage those
who become adventurers therein from that spirit of industry and attention to their proper
callings and occupations on which the public welfare so greatly depends. " 39 Seemingly
trying to care for the struggling nation on one hand, government officials simultaneously
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allowed lotteries to flourish in England.40 This conflicting behavior did not limit itself to
the Engli sh government and its colonies.
In 1793, the French revolutionary government abolished all lotteries on the
grounds that they exploited the poor.41 However, the French government's conscience
waned as it reversed this decision in 1799, reestablishing The Loterie Naitonale.42 The
government' s vacillation resulted because French citizens continued to play illegal
foreign lotteries while deprived of France' s lottery. 43 Consequently, the French
government realized that it was losing revenue and much needed currency while the
gambling still continued. 44
Typically, church groups often represented a large segment of the anti-gambling
establishment. For example, Baptists oppose any gambling.45 Their dogma is so opposed
to gambling that states with large portions of Baptists are less likely to adopt a lottery.46
Additionally, Utah with its heavy Monnon influence does not allow any gambling
activities.47 Nevertheless, those groups that oppose gambling in all forms do not
necessarily represent the majority on this issue.
The struggle to halt other forms of gambling continued while bingo and church
raffles became important sources of revenues for their congregations. 48 Especially during
the Depression, some religious organizations ultimately turned to bingo and lottery to
raise funds.49 In 1940, church sponsored gaming drew almost twenty-five percent of the
American population into play. 50 Simultaneously, the Federal Council of Churches
lamented that the "great masses of people are indulging in this vice." 51 In addition,
some church groups criticized Florida' s gambling income by stating that Florida's slot
machines took "the nickels and dimes of common laborers--nickel and dimes that more
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appropriately should have gone into savings accounts." 52 Regardless, over the years,
religjous leaders and organizations ultimately failed to maintain a united front against
gambling, thereby effectively causing the opposition to gambling to fragment. 53
Influential religious leaders downplayed gambling as a menace to society. While
specifically indicating that he did not gamble, Billy Graham stated that he considered the
resorts of Las Vegas "a nice place to visit." 54 The Catholic church, one ofthe largest and
most influential religious organizations, routinely remains neutral towards gambling
55

while acknowledging bingo as the second most common parish activity.

The church

sponsored games proved extremely profitable. In Minnesota, charitable gaming realized
gross winnings of about $230 million in 1991. 56
While organized religion's role diminished in the anti-gambling campaign, more
obvious opposition appeared from those competing for discretionary income. The parimutuel industry opposed lotteries and casinos, while existing state lotteries oppose a
national lottery. 57 Also significant, middle-class Americans have become very active
participants in lotteries. 58 As the largest segment of American society, the middle-class
gambles as a part of their leisure activities, thereby enhancing social acceptability for the
games.59 The extent of this active participation reflects itself in a report showing that
lottery sales in the United States exceeded $20 billion.60
A change in the public perception of gambling began after World War IJ.61 While
a professor at the University of Nevada at Reno, John Rosecrance noted that continual
contributions from gambling proceeds aided many charities, which in turn played an
important role in changing perceptions.62 In addition, he determined that several other
factors also contributed to an improved image. For one, the gambling industry gradually
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diminished its dependence on criminal syndicates.63 Additionally, government and
business entities legitimized the games by incorporating their operations. 6 ~ Lastly, after
many cases of fraud and corruption in the gaming industry lead to eventual closures,
organizers realized that they could make substantial profits without cheating customers.65
However, even ifthe criminal behavior of the organizers lessened, evidence exists
of a correlation between gaming activities and crime. Since 1978, the crime index for
Atlantic City bas grown far higher than that of the whole state ofNew Jersey.66 This
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event grew so rapidly that in just three years Atlantic City jumped from number 50 in the
nation to number 1 in per-capita crime.67 Additionally, since 1988, seven states have
conducted corruption investigations linked to gambling.68
One of the first studies on crime began in 1950, when the Kefauver committee
investigated the link between gambling and organized crime.69 Senator Estes Kefauver
mounted a crusade across America to stop the notorious alliances.70 His investigators
acted with such preconceived agendas that they failed to obtain independent verification
from any sources that organized crime did in fact control gambling.71 Regardless, the
highly publicized hearings did little to promote any legislative action, except for a rarely
noticed underfunded 1952 Wagering Tax Act. 72 Ten years later, another group calling
itself the McClellan Committee tried to present evidence that linked huge profits for
organized crime through illegal gambling.73 This Committee could not pinpoint profits
but they did estimate that the volume of illegal gambling ranged somewhere between $7
to $50 billion.74 Robert Kennedy, an investigator for the McClellan Committee, later
conceded to the failed attempt to break organized crime' s hold on gambling when he
declared,
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In the last analysis it depends on the business executive, the factory worker, and
the housewife who have been big-time crime with their two-dollar bets and their
ten-cent wagers. If they would stop patronizing the illegal bookie, the numbers
runner, and the sports-pool operator, they could take the profit out of gambling
and bring organized crime down to size quicker than all the combined efforts of
the local law enforcement agencies.T:>

Accordingly, during periods in American history when no legal lotteries existed,
illegal but popular numbers games quickly emerged.76 As the illegal games developed,
they reportedly enticed organized crime into the area.77 In response, New Hampshire
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and New York reportedly brought lotteries to their states in the 1960s in part to divert
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money away from the illegal gambling activities.78 Lottery proponents argued that
because gambling is human nature, gamblers are better off having government
controlling gambling rather than organized crime.79
However unobtrusive the lotteries seemed in the 1960s, by 1975 the government
made significant changes in the laws to alter lottery operations.80 Primarily, the Federal
government decided to lift an advertising ban on lotteries.81 This ban previously
prevented lotteries from conducting any radio and television advertisements. 82 Once the
government lifted the restrictive ban, lottery commissions launched sophisticated
marketing, advertising, and player development strategies to entice increased
participation.83 Organizers used this marketing blitz specificalJy to match potential
customers with the numerous games available. According to William R. Eadington,
Director of the Institute for the Study of Gambling and Commercial Gaming, while
lotteries search for new markets, they tend to move closer to casino-style gaming.84 With
this effort the industry attracts a broader range of customers who increase their spending
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per capita.85 Obviously, the survival of the gaming industries depends on that growth to
survive and to earn greater streams of revenue.
Terri La Fleur of Gaming and Wagering Business Maga:;ine further expanded this
theory when he stated that different games indeed attract distinct segments of the
population.86 For instance, casino gambling requires skill to play, thereby attracting a
different target player than lottery games.87 As for lottery games, younger players appear
to like the immediate gratification they find in the instant games despite smaller
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payouts.88 The working professional, on the other hand, prefers the potentially higher
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awards available with lottery games.89
Lottery organizers consider many factors to ensure a profitable gambling product.
On-line lottery games for daily drawings tend to be more popular in states with large
ethnic populations, while the weekly Lotto games are more popular in suburbs and
middle-class areas. 90 Profiling the multitudes of player types aids the industry in their
efforts to reach even greater segments of the population. Obviously, advertising has a
strong role in reaching those segments.
As state officials prepared to bring the lottery to Florida, Governor Martinez sided
with the anti-lottery forces who opposed it on moral grounds. He agreed with Eadington
when he stated, "instant ticket games are uncomfortably analogous to slot machines." 91
He based his concern on the fact that the games provide continuous play with
instantaneous results, since instant tickets are easily accessible at sales outlets. 92 Similar
to slot machines, these factors help to promote impulse buying.93 Bill Bryant, the
governor's special counsel to the lottery, also voiced related concerns. Bryant suspected
that instant games, "prey more on people who expect to win than on savvier customers
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who know how unfavorable the odds are." 94 In contrast, he felt that the on-line games
attract people who are more likely to be playing for entertainment rather than for the
expectation of winning.

95

In May 1987, a group of speakers addressed lottery issues during a conference

that the Washington Journalism Center hosted.96 Dana Moore, a psychologist who treats
gambling disorders, voiced opposing opinion when she stated, "lotteries do not have
many of the traits that can make gambling addictive."
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Furthermore, she contended that

characteristics that tend to make gambling addictive involve two issues: first, gamblers
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must use their skill to choose a bet and second, they must have the means to increase
quickly the size of the bets.98 Studies began in earnest with the increased interest in
effects of gambling on the population.
Roy Kaplan, a sociologist and professor at the Florida Institute of Technology,
:0.1

L·

conducted a study to profile lottery winners to determine who actually played lotteries.

99

He concluded that over a period of time lottery players--at least the winners--have
changed in profile. Looking at the million-dollar winners in New Jersey during the early
1970s, Kaplan reported winners as primarily blue-collar workers and a lesser portion of
college graduates. 100 However in 1984, he expanded his review to a larger survey of 12
states and thereafter concluded that greater varieties of people played the lotteries. 101
Through his study he found about 60 percent of the winners to be men who are somewhat
older than the average population. 102 However, conflicting reports appear according to
the state studied. In a 1986 study of Washington, D. C., players tended to mock the
makeup of the general public with average annual incomes of $28,900. 103 These incomes
proved about $3,000 higher than the average for those residents who did not play. 104
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According to an official of the National Association of State Budget Officers, California
studies indicate that most buyers tended to represent the less educated, poorer
minorities.

105

In his capacity as an economics professor at the University of Nevada, Eadington
researched and then spearheaded efforts to learn more about gambling behavior.
Earlington' s research groups certainly had at their disposal a prime subject area for
...........,.,

gambling research, as Nevada boasts the greatest amount of wagering and revenues in the
country.
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While at the University of Nevada, Earlington began in 1974 by sponsoring

and organizing a series of conferences.
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By August 1990, h organized and sponsored

the Eighth International Conference on Risk and Gambling.
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This particular event

brought together a vast and diverse group interested in the " rapidly changing and hyper·
dynamic world of gambling and commercial gaming."

109

Participants consisted of about
L~

240 individuals from over a dozen countries and represented scholars, regulators,
entrepreneurs, consultants, gamblers and writers. 1 10 The conference covered topics such
as gambling behavior and attributes, studies in compulsive and pathological behavior,
theories on addiction and pathological gambling in society, gambling and youth,
gambling and crime, and approaches to treatment of problem gambling. 1 11 According to
Eadington, the results provided a more complete understanding of gambling for policy
analysis and as a commercial presence in many countries.
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In 1993, in an effort to document scholarly research into gambling, Eadington and
Judy Cornelius gathered and edited the studies by over 40 professors, graduate students,
and doctors from universities and organizations from all over the world.

11 3

This array of

experts noted some very interesting details and theories. Researchers found
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chronological age negatively related to gambling behavior.

114

Some experts believe that

people with extended I ife experiences have more stability and positive self-concepts,
thereby eliminating the need to impress others to enhance self-esteem. 115 Consequently,
the need for self-presentation dwindles with age. 116 Research collected verified this
theory by indicating a linear decline in gambling with increased age.

117

Another study indicates a relationship of differing ages to the types of games
played. The study in Iowa of 1011 respondents provided some very interesting details. 118
It showed that lottery participation for persons age 75 declined by 52 percent, while
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participation for ages 18 through 34 years indicate lottery as the most popular style of
play. 119 On the other hand, casino play slowly increases through ages 45-54, thereafter
diminishing with increased age. 120 Overall, casino participation increased by only 8
percent at its highest level of popularity. 121

.c.

Researchers looked not only at age but determined gender biases in relation to
gambling behavior. Waiman Mok and Joseph Hraba of the University of Wisconsin and
Iowa State University respectively, attributed this trend to gender-role socialization.122
Because men are more prone to have more competitive attributes, and their gambling
behaviors reflect this tendency, results showed that men are more likely to gamble in
games of skill like blackjack and lotteries, while women tend to engage themselves in
bingo and raffles. 123 Overall, studies show that women have a weaker propensity to
gamble than men. 124
Religious affiliation also plays an important role in the gambling practitioner; a
reported 80 percent Catholics, 77 percent of Jews, and 54 percent of Protestants bet in
1974. 125 In a study limited to the northeastern United States, college and university
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students showed a higher propensity for pathological gambling as compared to the
general population.

126

By all accounts the relationships between gambling and its

participants can be quite daunting because of numerous measurable and immeasurable
factors. Earlington said it best when he stated, "One cannot tally up the social damage
from a new gaming industry with the same ease that one can count jobs created, new
investments made, or taxes paid."

127
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Despite the research, many particulars about why people gamble have yet to
surface. The extensive research and various studies help to qualifY some answers but to
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date there is relatively little information as to the effect on gamblers who simply play the
lottery. Consequently, most popular theories do not appear to answer the questions as to
lottery players. One gambling theory postulates that gamblers have little other
opportunity for "risky and fateful activity." 128 In other words, the daily routines of this

::
type of gambler in particular do not provide the opportunity by which something of value
is lost as well as won.
lives.

130

129

Gambling purportedly provides that missing "action" into their

However, this theory does not appear to be an adequate answer for those who

play the lottery. 131
Another theory postulates that the large jackpot winnings eventually lead a person
into problem gambling.132 However, very few lottery players actually win enormous
prizes. Consequently, this theory does little to answer the question of the popularity of a
lottery. Yet another theory suggests that problem gambling results when the gambler
maintains an " illusion of control" over chance events.

133

The player's illusions heighten

when he or she receives pertinent information that appears to be a playing edge over
other players, and from that information develops gambling strategies. Additionally, this
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player may also assess his or her abilities in comparison with others.l:l 4 Once again, this
overall gambling theory offers little toward answering problem gambling questions with
respect to lotteries. Ultimately gamblers have little chance to pursue strategy or to
compare his or herself to another player. 135
This is not to say that researchers have not identified certain personality traits and
background characteristics that help predict problem gambling. 136 Traits such as an
impulsive demeanor and/or big spending habits provide noteworthy results. 137 Certain
lifestyles often provoke impulsive gambling. These include a poor education, a religious
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background, a tendency for alcohol abuse, and an exposure to gambling--including the
lottery. 138 While researchers could not identify participants who play the lottery from the
general population, they could define gamblers who progressed farther into the gambling
stages.139 The difficulty is in determining just what forces together cause someone to
f.

move into the problem or pathological stage.

140

Indications are that lottery players may progress into the problem gambling trap.
Researchers observed increased pathological gambling in New Jersey that they associated
with the lottery and casinos within that state. 141 Nevertheless, to date it is unclear how
the lottery, as a form of gambling standing on its own, contributes to problem gambling
behavior. 142 What is clear, is that as gambling becomes more acceptable and the amount
of gambling increases, so does the two to 10 percent of the population that statistically
become problem gamblers. 143
Currently, Congress is financing a $5 million study in response to gambling's
rapid growth. 144 The National Gambling Impact Study Commission has two years to
investigate areas of addiction, govenunent finance, and political corruption as well as
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relationships between gambling and economic development. 145 In parti cular, the
Commission's goal is to determine whether gambling, "brings more resources into a
community than it takes away in social costs." 146 The purpose of this Commission is to
produce an unbiased report that state governments can draw their own conclusions.

147

To

that end, it picked its members purposely to reflect all sides of the issue. 148
The Commission members are going to have to sort through much information
before coming up with solid recommendations. Even the experts acknowledge that they
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know " remarkably little" about pathological gambling. 149 Part of the problem is the

~

number of variables that can affect a person' s behavior. Research indicates an interconnection between many social and economic characteristics while all the related
research can be quite cumbersome.150 The most likely characteristics to provide relevant
clues range from age, gender, and race, to ethnicity and education.
In addition, such factors as income, religion and participation in the armed
services appear to play some role in the development of problem gamblers. 151 Other
factors including exposure to gambling, leisure pursuits, residence, and marital status
have all served as suspect in enhancing problem gambling.152
The Commission ultimately must make recommendations without complete
research to supports its decisions. In particular, a study does not currently exist which
identifies whether lottery play alone affects the loss of control problem which eventually
leads to deeper stages of problem gambling. 153 Experts believe that studies need to
include longitudinal research to date, and to identifY the progression of events from
lottery play that advances into problem areas. 154 This study needs to determine the
temporal progression of cause and effect, including comparisons made to a control group
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that do not develop into the problematic stage of gambling.

155

Obviously, the answers to

these questions will probably not be found within the relatively short time that the
Committee has to provide recommendations.
However, when looking at a lottery within a state, one cannot overlook the
lottery's effect on its citizens. The repercussions of providing Florida' s residents with a
lottery reach into many broad areas. In one way, the Florida government has already
taken measures to aid those residents with a gambling addiction. Although not specific
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to the lottery, the Florida Lottery has implemented a Compulsive Gambling Hotline to
help those gamblers in need. 156 Nevertheless, the state maintains this hotline at a cost of
$100,000 per year while providing the hotline with a small advertising budget. 157 Despite
the relatively light publicity, the first year results showed the hotline receiving 1,488
calls. I 58
The appearance of the lottery as merely a form of"entertainment" remains a
popular strategy for most lottery proponents. 159 Apparently, this common belief holds
true for the voting majority: during 1984, while voters approved lotteries and horse
racing, they ultimately "nixed" all new casinos. 160 In truth, lotteries became so popular
that initiatives to legalize lotteries won "convincingly in every state where they were on
the ballot." 16 1 Casino gambling obviously has not gained an equal reputation. One must
then look to see how the public perceives the proceeds from state lotteries as "good."
According to research by Richard McGowan, the public at large seems more willing to
sacrifice for the greater good to achieve a noble end.
education now go hand in hand.
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_,

::t:<l

EMPOWERING THE STATE OF THE LOTTERY FOR EDUCATION
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One cannot tally up the social damage from a new gaming industry with the same ease
that one can count jobs created, new investments made, or taxes paid.
William R. Earlington, University ofNevada, 1993. 1

There is no doubt that lotteries made a significant contribution to the funding and
development of the early American education system. However, by the beginning of the
nineteenth century other methods of funding provided sources of revenue for the
government, and lotteries therefore began to lose their support. 2 Using arguments similar
to those that pundits professed over the last centuries, anti-lottery forces declared
gambling morally wrong, and that gambling negatively effects lower income groups.3
Nevertheless, we live in a time when gambling is popular and socially acceptable. As a
result, states continue to increase gambling products to provide either economic support
or a supplementary means to acquire revenue. The lotteries have grown exponentially
beginning in 1970. 4 By 1988, almost half of the states enacted their own lotteries.5 By
all appearances, voters tend to allow gambling when proceeds to go to a specific cause,
and the very nature of the lotteries provided for governments to take this avenue.

....

Accordingly, believing that it was a windfall for their struggling educational system,
Florida's citizens voted for the lottery. However, almost immediately, government forces
began battling over the revenues, a battle that continues to this day. Nevertheless, more
harmful to the state is the unfortunate circumstances that subsequently developed.
Believing that large lottery revenues went to schools, voters would not pass certain key
educational proposals. The pervasive voter distrust resulted when legislators shifted
_,

Ill I

general revenue funds from education to other uses, such as constructing prisons.6

.......

Consequently, this "shell game" tactic caused major problems for educational funding.7

....

Legislators need to do their homework. Research about gambling issues is becoming
more focused, while other states are trying various means minimize the negative impact
on the social front. Nevertheless, despite the pitfalls, there are benefits to enhancing
education with Florida's lottery.
Like many other states, the State of Florida used lottery revenues from 1827 to
1868 in its quest to provide funding for education.8 Opposition to lotteries proved
considerable at the tum of the century, forcing a legal shutdown of lotteries throughout
the United States 1894 to 1964.9 Consequently, Florida' s lottery also fell prey to antilottery forces until 1986, when pro-lottery efforts surfaced once again to aid in the
approval of Florida' s new lottery. Throughout the United States, citizens rebelled against
what they perceived as unnecessarily high taxation, and governments began turning to
lotteries as a painless way of providing for new revenues.

10

Society witnessed the extent of the popularity of gambling in the changes over
the last 20 years. Legal gambling increased from $17 billion in 1974 to $482 billion by
1994. 11 Indeed, the amount of money bet legally in the United States has exploded 2,800
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percent. 12 This acceptance becomes more poignant when we compare average yearly
attendance levels at professional baseball games to the attendance levels at governmentsanctioned casinos; 70 million go to baseball games, while 125 million visit casinos.

13

Additionally, tourists from around the world are three times more likely to visit the
pyramid-shaped Luxor Hotel in Las Vegas rather than visit Egypt.

14

Another indication

of acceptance is the increased lottery sales since 1982, show ticket sales increasing by
829 percent. 15 Ralph Turlington and his group EXCEL certainly used that popularity to
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sell voters on the Florida lottery.

L..

Residents who had migrated from national and international places with similar
lotteries aided in part to the enactment of Florida' s lottery.

16

Significantly, by 1989,

approximately 325,000 additional residents swarmed into Florida each year.

17

This

figure seems rather insignificant until one realizes that it only takes approximately 15
years before the influx grows to 5-million additional state residents. However, residents
are not the only playing pool from which Florida draws support for the Lottery. Florida
has an extensive tourism industry that provides Florida with millions of additional lottery
I

I

players each year. For the most part, these tourists are lottery savvy and add to the
customer base for the product. 18 Still, all the shifting and moving has consequences;
Florida must pay careful attention to its infrastructure.
In 1989, Florida planners calculated that each day Florida requires two extra
miles of highway, two new teachers, two new classrooms, two more police officers, and
two more state prison beds. 19 In addition, Florida required 111,000 gallons of water,
produced an extra 95,000 gallons ofwastewater, and accumulated 3,500 pounds of solid
waste daily during 1989.20 These figures continue to climb over the years with a growing
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population and added visitors. Therefore, Florida desperately needs to maintain and
should strive to upgrade its infrastructure to meet the needs of the growing population.
Florida must always cope with problems created by the intense heat of its tropical
climate. Yet, events of recent years have produced some major setbacks for the state.
Hurricanes, tornadoes, fires, and an abnormal bought with El Nino have caused
considerable unplanned damage to Florida' s infrastructure. Regular maintenance and
upgrades are independently costly without adding the costs of additional catastrophes to
the budgeting process; a process that can be quite unpredictable to fund.
The largest portion of general revenues received--two-thirds--is from sales tax on
goods.

21

Florida has no state income tax. The state operates its tax system with what

Charles Zwick of the St. Petersburg Times refers to as the "boom to bust tax structure. ,,22
In other words, as Florida thrives in an upbeat economy, tax revenues also are plentiful.
In contrast, when the economy plummets, so do revenues that provide for Florida' s
services.

23

During 1993, Florida sales suffered from fluctuating interest rates, but

additionally, it suffered from an international crime scare that kept tourists out of the
state.

24

Unfortunately, it is during these slumps in the economy that the state needs

money the most.
The Florida Legislature must budget and account for a multitude of services for
its citizens. The infrastructure is not simply roads, bridges and highways but a complex
system of utilities, sewers, water lines, parks, hospitals, jails, libraries and a growing
educational system. Accordingly, Florida' s legislators must make long-term financial
decisions without any clear idea of future revenues or possible misfortunes. This type of
financial planning has been the demise of countless businesses and therefore must have
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considerable impact on the operations the size of a state. Accordingly, legislators must
find solutions to ensure that Florida' s economy stays healthy.
Truly, Florida must successfully compete in the '·new world" economy.25 No
longer can the legislators operate as business as usual and use short-term tactics to bring
Florida through another year. 26 "Economic competition" is not just the current trendy
buzzword, but a priority for states that puts competitive pressures on them on a much
grander scale than even a decade ago.27 Each state must compete with not only each

11:11
_,

..

;--

~.

other state, but with countries such as Brazil, Japan, Mexico, South Korea, Germany, and
Taiwan.28 These countries represents only a small portion of the all the countries
attempting to capture portions of available markets and continue their own economic
growth.
In 1985, Zvrick headed the Florida State Comprehensive Planning Committee, a
committee that looked into long-term plans for Florida's growth.29 The Committee
recommended that the government provide for Florida' s basic needs in order to compete
adequately in the 20th century.30 However, Florida also needs to provide a high quality
atmosphere to attract and keep employees and their families. Consequently, at a very
minimum, Florida needs to build an adequate infrastructure, and provide its citizens with
a crime-free, well-managed environrnent. 31 In addition, in order to compete successfully
in today' s dynamic market Florida must produce a well-educated work force. This work
force must be capable, motivated, and skilled in order to contribute important benefits to
the citizens and the state. Nonetheless, creating such a force may not be easy ifFlorida's
educational facilities produce the same statistical results as seen in the past.
While filing a lawsuit in 1994, 45 school districts cited the following problems:
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*As many as 40 percent ofFJorida' s high school graduates are not ready for
college and must take remedial courses.
*Florida ranks 49th in students who graduate high school on time. It is 40th in
Scholastic Assessment Test performance. It provides far less money per student
than the national average.
*Expensive, but under-funded, state mandates--such as bus transportation--make
the school districts' work even tougher.
32
*Head Start programs serve only one offive eligible preschool children
Obviously, handling the educational needs of the state is a much bigger issue than the
revenues generated by the lottery.

Ill
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The segment of government with the greatest amount of responsibility for
financing public education is the state government. The state supplies about four-fifths
of the total revenue funding for both primary and secondary education.

33

The Federal

government supplies almost one-fifth of educational funding with local governments
34

contributing the balance.

As of 1991 , governments supplied post secondary schools
35

with approximately 69.9 percent of their funding.

Accordingly, primary, secondary,

and post secondary level educational facilities depend heavily on the government for
their revenues.
While providing the smallest portion of revenue toward education, local
governments contribute a share representing the single largest items in their budgets. 36
However, some question whether current governmental units can adequately finance
37

schools.

For example, educating those in rural areas is far more expensive than metro
38

counties, yet metro counties spend more per-pupil than rural counties.

In rural settings,

government officials must budget significant portions of their funding for transportation
costs in place of providing extra curricula or student services.

39

Additionally, those areas

that are hard-hit during economic downturns receive less funding during exactly those
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times when the schools need it the most. 40 Substantial relief may come through legal
channels as some school boards are seeking an end to busing.4 1 However, the legal
process alone may take up to four years before they have an answer.4 -'
Florida's public school system currently provides an education to about 2.2
million students.43 In addition, this system is growing by about 60,000 new students a
44

year, making Florida's growth rate among the fastest in the country.

This growth rate

comes as the result of a "baby boomlet" among baby boomers, increased immigration,
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and the higher birth rates found in the Hispanic population. 45 By the year 2000,
demographers project that the number of school-age children will increase by 25 percent
over the decade--faster than the population as a whole. 46 Still, this growth will most
likely be short-lived as demographers thereafter forecast a decline within 10 years. 47
Consequently, the state must find adequate room for the growing number of students, for
a relatively short period of time.
Nevertheless, with Florida's constant growth, overcrowding in the schools is
among the worst in the nation. 48 This embarrassing statistic launched the Florida
legislator' s November 7, 1997, decision to spend almost $3 bilJion on school
construction. 49 Indeed, recent poll results indicated that Floridians believe that
overcrowding is a problem. 50 However, these polls also provided valuable information to
both Republicans and Democrats concerning their intended proposals to alleviate
overcrowding. Voters did not want tax hikes to solve the problem.5 1 In addition, voters
also showed their displeasure with government by giving minimal support to using lottery
money to solve the problem. 52 After all, Floridians only had to look to Georgia to see
how lottery revenues can indeed enhance education.
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Georgia has successfully used lottery revenues to provide classrooms for the
state's fifty fastest growing school systems. 5 3 However, unlike Florida's plan to use
lottery revenues to finance construction bonds, Georgia' s primary use of lottery revenues
54

is for other high profile programs.

For many Floridians, major school construction

projects are not "enhancements" but simply a basic responsibility for government. 5 5
Florida's voters made clear that they wanted the legislature to find the answer to
the construction problems without taxation, and preferably without lottery revenues.56
Legislators complied by not raising the required funds through taxation; however, they
did choose to use lottery revenues. Both houses voted to pay for construction by using
profits from the Florida lottery to finance $2.5 billion in construction bonds.57
Legislators intend to channel $180 million a year for 30 years that currently provides for
school operations toward construction.58 Additionally, they promise that they will
replace the channeled funds with general revenue funds. 59
With the negative publicity and skeptical public opinion, one can easily forget
that Florida's lottery has successfully raised more than $8-billion for education, an
average $800 million per year. 60 Taxpayers would have had to pay an extra $200 a year
in taxes to replace these revenues.61 However, current allocation processes make it
difficult distinguishing lottery proceeds from sales tax revenues once they meld in the
governments' coffers. 62
Voters initially believed that the lottery would provide substantial revenues for
education and reasonably so, the law specifically states the revenues are "to support
improvements in public education .... Such proceeds shall not be used as a substitute for
existing resources. ,,6J As citizens began to realize that the legislators supplanted the
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revenues, they became angry and frustrated. Consistently, during school board races, and
also during a forum with Governor Lawton Chiles in September 1997, the common
question was, "What happened to the money from the Florida Lottery?"

64

Many

complained that the lottery is at fault, while others felt that the Florida lottery is doing the
65

intended job, and that the Florida Legislature is responsible for budgeting and spending.
Critics only had to look at general revenue figures. The amount of general revenue

II

legislators applied to education amounted to approximately 61 percent before the lottery,
while currently it is at about 52 percent. 66
The voters are not the only ones frustrated; educators also want an accounting
from the legislature. To that end, various educational organizations formed in an effort
67

to change how the lottery funds education.

Indeed, educational groups and individuals

tried legally to force changes in the spending and allocation of lottery dollars. The
teacher-led Coalition to Reclaim Education's Share claimed that education lost $12.8
billion of general revenue money as a result of legislative decisions.68 The CORE's
initiative proposed to guarantee education at least 40 percent of total state spending,
exclusive of lottery and federal money and thereafter, the legislature would have three
years to boost spending.69 However, the initiative failed when the state Supreme Court
threw the issue off the ballot. 70
In reality, lotteries do not raise the significant amount of revenues that the general
public believes for earmarked services.7 1 That "major portion" of lottery funding for
education as perceived by Florida residents, is actually only 5.2 percent of the 1988-89
state education budget. 72 According to Susan A MacManus, a University of South
Florida political science professor, the amount is enough to run Florida schools for onJy 7
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days. 73 On average, state lotteries typically bring onl y 1 to 5 percent of state lottery
profits to the state's total education budget.
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Nonetheless, Florida residents now have the perception that the lottery is a "rip75

off' for education.

This perception is so pervasive that some feel that the lottery now

symbolizes "everything the public hates about government."76 In an effort to battle the
malcontent generated around lottery activities, lottery officials began running a series of
informative advertisements. 77 This effort on Lottery management' s part, with the help of
on-the road style multi-media ads, is for voters to see how "lottery money indeed helps
children leam."78 In one television advertisement, a narrator comments that "We' ll meet
some of the people who are winning simply by our playing." 79 The ad depicts teachers
and students attending a pre-kindergarten program at Rawlings Elementary School in
Pinellas Park. 80
Upon her arrival as secretary of the lottery, Marcia Mann tried using advertising
to promote the benefits of the lottery. However, the timing proved unfavorable and some
believed that promoting the "good" achieved by the lottery contributed to decreasing
sales during Mann's first weeks in office.81 Nevertheless, with lagging sales and a
heightened disenchantment with the lottery, the new advertisements are timely and
designed specifically to improve public opinion. Indeed, lottery revenues are traceable to
some important issues and programs.
During the 1990 recession, proceeds from the lottery spared schools the large
cutbacks warranted at the time.82 In 1995, a lottery sponsored pre-kindergarten program
benefited solely from over $104 million in lottery proceeds.83 The organizers structured
the program to boost school readiness for about 25,000 three and four year-old
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participants who come from disadvantaged backgrounds from every county in Florida.

84

In Hillsborough County alone during the 1995-96 school year, the lottery paid for $10.5
million in transportation costs and $10.4 million to finance salaries for guidance
counselors.85 In addition, the county received lottery revenues that paid for health
screening programs and also for remedial education for students failing to meet
86

minimum standards for reading and mathematics.

With all the discord and distrust among Florida citizens, one might ask whether
the lottery is a good deal for education in Florida. A study in the Journal ofEducation
Finance provided some interesting results. Using the 28-member Florida community
college system, this particular study looked into whether upper level colleges benefited
from being designated recipients of lottery proceeds.87 Researchers studied 23 fiscal
years of data to determine the changes experienced by these community colleges since
the inception of the lottery.88 In addition, they collected data from various reports
prepared by the Florida Department of Education staff. 89 Results indicated that there is a
redistribution of funding sources specifically for community colleges in Florida, which
90

indicated that Florida's community colleges had fewer dollars to spend.

However,

looking at elementary and secondary school financing provided other researchers with
different results.
In an effort to determine whether the lottery harmed education since coming to
the state, two associate professors with the University ofNorth Florida researched lower
levels educational facilities.9 1 Their results indicated that lotteries did not improve
conditions of the educational systems in the lottery states.
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Nonetheless, one must not

assume that the adverse is true; that lotteries hurt education. While comparing lottery
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states to non-lottery states during the same period of time, researchers Mary Borg and
Paul Mason found that "comparable total allocations to education suggest that the nonlottery states are indiscernible from the lottery states... when lottery revenues are
included." 93 Accordingly, what this research does imply is that no convincing evidence
94

exists to prove that lotteries significantly enhance educational revenues.

One of the most severe problems for the Florida lottery and education today
appears to be the result of voter confidence in Florida' s government. Before the lottery,
95

2 I out of 22 bond issues passed for education.

Since the lottery began, voters have

regularly rejected local bond issues and other forms of taxation with regard to schools.%
After enacting the lottery, voters failed to pass 12 out of 15 votes for bond issues and
97

sales tax increases.

This angry backlash resulted in reduced revenues that run into
98

billions of dollars for educational facilities.

However, with careful study of the

methods other states use, this sort of problem is correctable.
Georgia, when implementing its own state lottery, carefully studied Florida's
lottery history and determined not to make the same mistakes.

99

From day one, Georgia

structured its lottery revenues to enhance education and benefit certain popular
educational programs. 100 Accordingly, earmarked revenues are just that: they provide
money for "HOPE (Helping Outstanding Pupils Educationally) Scholarship Program," a
pre-kindergarten program, and a program to integrate technology into the classrooms. 101
Along with the scholarship for students, the HOPE Teacher Scholarship helps individuals
in their pursuit of an advanced degree.

102

In exchange for forgivable educational loans,

the participants must commit to teaching in a public school for at least four years. 103
Finally, Georgia used its lottery revenue to help build new classrooms, education centers,
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and renovate a flood-damaged building at a state college.
specifically from lottery revenues.

104

All these programs resulted

105

The popularity of the Georgia lottery, and the fact that its citizens can see the
results of their ticket purchases has provided a unique perspective for Georgia' s
residents, unlike those ofFJorida' s.

106

While a small community north of Atlanta voted

for a $15-million bond referendum, Florida's Broward County lost a similar bond
referendum by approximately the same 2-1 margin on the very same day.

107

Initially, Florida' s legislators did try to follow guidelines set forth in the mandate
that lottery revenues be used to "enhance" the education system. 10& In order to ensure
that lottery revenue remained enhancement money, the Florida legislature categorized
lottery allocations to all levels of education. 109 In fiscal year 1987, community colleges
had to allocate lottery revenues to library acquisitions.

110

Later, with the severe revenue

shortfall due to an economic recession in 1990, the legislators lifted the restrictions so
that the governing bodies could determine internally how to spend the lottery dollars. 111
However, after the recession the legislature never rescinded its decision. 112 As a result of
voter discord, legislators thereafter filed 23 bills in an effort to change how the lottery
finances public education, with at least six proposals that earmark lottery money for
specific purposes. 113 In a vain effort, some legislators even tried rehashing once

I
I

discarded plans.

114

During 1996, the accumulation of $44.1-million in unclaimed money inspired yet
another round of discussion about putting those funds directly into education.

115

From

the start of the lottery, officials have argued against using these funds in this manner. A
1995 report prepared by the Florida House of Representatives only confirmed what

94

lottery leaders Rebecca Paul and her successor Marcia Mann have continually argued;
that allocating revenue money directly to education actually creates less money for the
schools. 116 In fact, the return on the dollar is quite phenomenal. From 1990 through
1995, every dollar of unclaimed prize money resulted in $3. 12 of sales.

117

From each

$3.12 of sales, the Educational Enhancement Trust Fund received $1.19 in funds.

118

Nevertheless, some legislators still look to what appears an easy money quick fix without
taking in the big picture. In responding to the attention that her proposed bill to funnel
unclaimed lottery funds to education Stacy Ritter stated, " All I know is the people back
home want something to be done." 119 This could have been just an offhand statement
taken out of context, yet the task of providing the best results education from lottery
proceeds requires a better explanation. Perhaps, that is why the GOP tried to persuade
Rebecca Paul into the legislature.

120

Rebecca Paul 's popularly with making the Florida lottery successful inspired
Republicans to pressure her to run against U.S . Senator Bob Graham. 121 Republicans felt
that 1992 was "the year of the woman" and considered Paul a "smart, tough woman"
quite capable for the job.

122

Paul declined the offer and moved on to what she knew best:

running lotteries. 123 Despite her knowledge and skill, Paul appeared to lack sympathy for
people with gambling related problems. While the Florida Legislature rejected bills to
spend money on lottery related problems, Paul backed this decision by declaring that
spending lottery revenues on research meant "less money for areas in which it is needed
more." l24
In contrast, although Marcia Mann took over the lottery with much less fanfare or
support, she appears to have some concern for her constituency. In April 1991 , Mann
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and Governor Crules announced that a $1 00,000 portion of the lottery 's operating budget
would provide a hot line service for compulsive gamblers. 125 Along with Florida, other
states have also spent money in an effort to help those with gambling problems. Iowa,
Connecticut, Massachusetts and Ohio all have programs to aid compulsive gamblers.

126

Iowa sets aside half of one percent of lottery revenues for research and counseling
services.127 Florida's organizers geared a relatively small $100,000 funding to help
problem gamblers.

128

In addition, the funding also enables the state to gather

129
Problem gambling is an
information about the effects of the lottery on individuals.

area that should remain a concern to Florida' s legislators, lottery management, and
citizens.
So what steps is the legislature taking to ensure that the lottery gets back on track
in earmarlcing lottery dollars to enhance education? As a start, they provided students
with a new scholarship program called "Bright Futures," which utilizes funds directly
from the lottery. 130 Educational Commissioner, Frank Brogan lauded the proposal as "a
good first step."

131

Currently, this program carries a $75-million price tag, but that figure

could double or possibly triple in upcoming years.

132

The program provides scholarships

to Florida's high school seniors with the money covering between 75 to 100 percent of
tuition and fees at a Florida University. 133 Approximately 45,000 students signed up for

I

the program within the first six months.

134

In order to qualify for 100 percent tuition, a

Florida senior must have a high school grade average of3.5 or better with a SAT score of
at least 1270. 135 Qualification for a 75 percent scholarship requires a 3.0 grade point
average.

136
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However, indications suggest that these requirements may provide other concerns
for the state. Some counselors believe that students are shunning upper-level courses to
ensure the necessary qualifying grade point average for the scholarships.
there is no proof yet that this problem does exist.

138

137

Although

Nevertheless, if true, this trend could

prove unfortunate; by attempting to maintain higher grade point averages, these students
may become less prepared for the rigorous college curriculum.

f

The Bright Futures scholarship program has other potential problems. Officials

'

worry that the current flat levels of lottery revenues will hinder future fiscal needs of the

I

program. 139 Increasing numbers of high school seniors are expected to qualify. 140 Along
with the normal increases in tuition costs, this could create revenue problems for the
program in a relatively short period oftime.
fifteen percent in the last two years alone.

141
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In reality, tuition has increased by almost

However, approximately 30 percent of

Florida' s students lose merit-based scholarships by not keeping up their grades in
college. 143 Even with this high drop rate, the legislature needs to acquire more funding

I

for the scholarships almost immediately upon the program' s inception. 144

(

Typically, funding programs such as the Bright Futures scholarship becomes

I
I

increasingly more difficult as the lottery itself ages. Studies show that states with
approved lotteries found increasing problems with decreasing sales as their lotteries
age. 145 Florida appears to be following this same pattern.

146

Florida chose to use the

Lotto format in its strategy for revenues and according to some studies, the Lotto games
require large jackpot rollovers to generate continued interest in the game.

147

In addition,

an International Gaming and Wagering Business article reported that although 1995
proved to be a banner year, fiscal 1996 revenues slowed considerably for most
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Jorteries. 148 Indeed, a few states even reported sales declines for the first time in several
years, with Florida and Arizona making significant moves downward in the rankings.

149

While Arizona moved from 31st to 35th in sales rankings, Florida's sales decreased by 8%,
dropping it in rank from 12th to 17th. 150
Critics of the current explosion in gambling, such as I. Nelson Rose of the
Whittier Law School in Los Angeles, are quite bleak about the future of gambling in the
United States. 151 Rose is even so bold as to predict that all gambling will be "outlawed
by 2029." 152 Rose's basis for making this prediction is historical. 153 After all,
governments outlawed gambling after each previous wave of gambling activity. Hence,
according to Rose, it will "most certainly be outlawed this time." 154 Historically
speaking, gambling's popularity is unmatched, and in addition remains an important
source of revenues for governments. 155 Any changes in people's attitudes or in the
government' s position will unlikely develop for quite a while.
The lottery also provides revenues for states not strictly gained through ticket

l

sales. Other collateral effects and benefits from providing Florida with a lottery exist.
The state charges taxes on the winnings, and all are subject to federal income tax. 156 In
addition, larger jackpots pay installment payments to the winner as annuities over a
period of (1 0-20) years. 157 Large-jackpot lottery winners receive their first payment
immediately, with the balance made in equal payments over nineteen annual
installments.158 Additionally, these payments have the potential of being subject to the
state's inheritance taxes. 159 However, contrary to popular belief, the lottery does not
keep the interest on those winnings. 160 Instead, all interest earned along with cash
winnings is transferred to the winner. 16 1 Nevertheless, the State Board of Administration
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invests the annual installments in government securities to provide further benefit to the
government.

162

Winners spend or save these dollars at their own discretion. Although certainly in
the minority, some winners make the decision to give back to society and spread their
winnings to those less fortunate. One $55-million winner from Winter Springs began a
shelter for battered persons and abused children, along with a foundation for the
homeless in two Florida counties.

163

Sheelah Ryan gave credit to her poor Irish

immigrant parents for instilling in her a caring nature.

164

By the time Sheelah died in

1994, she had donated money to organizations such as an animal-rights group at the
University of Central Florida, a group in Seminole that repaired homes for the poor, a
teenager to help to pay for a kidney transplant, and to Ovieda High School to pay for new
flagpoles.

165

Ryan's foundations continue even after her death with funds provided by

her lottery win. 166

In addition to donations resulting from lottery winnings, these funds also provide
payment for previously umecoverable debts. Florida has a policy that requires winners to
pay unpaid taxes, fmes, alimony, and student loans before he or she receives a single
payment. 167 By July of 1990, deadbeat parents paid out delinquent payments of$120,000
from lottery winnings.

168

For Terry Finestein, currently a student at the University of

South Florida, winning only a relatively small portion of$15.5 million in 1991 enabled
him to repay over five years worth of medical debts and gave him the opportunity to
rebuild his life.

169

Floridians do not want a state income tax nor do they want their wealth taxed, but
the need for more money, cutting waste or increasing efficiency is apparent. 170 The
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Florida Legislature is a citizen elected group of 120 House members and 40 Senators. 171
Those citizens should also take responsibility for lottery issues and education along with
the legislature. Obviously, changes need to be made to the current system and if citizens
help to provide answers and speak out, legislators will have to account for their
legislative actions.
There are instances where Florida' s citizens became empowered and took the
initiative to enhance the education provided to their children. In Ovieda, at the end of
1991, parents of elementary school students took the responsibility of educating their
youth seriously enough to donate their lottery money directly to the school. 172 The $784
went into a special account that provided supplies and books for the students. 173
Organizers determined that if every parent at Stenstrom Elementary School gave just $1
per child per month to the school, it would accumulate $5,838 in only six months. 174
Also noteworthy is how one Florida city put to use a lottery to promote the wellbeing of a community. The St. Petersburg Housing Authority implemented a lottery to
encourage tenants to keep rent payments up to date.175 Tenants only had to pay their rent
by the fifth of every month for three months to have their names placed in a random
drawing for $500. 176 The results proved successful as collections increased by more than
60 percent after implementing the plan. 177
A consistent concern in the study of gambling is the reported damage to our
poorer citizens. Newpaper editorials often cite studies linking higher gambling activities
to the poor, the unskilled, the African-American and Hispanic cultures, and the young. 178
These charges are difficult to dispute after a computer study of lottery data has found that
a neighborhood grocer in one of the lowest-income areas in Jacksonville sold nearly $4.4
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million in lottery tickets from 1988 to 1993. 179 During this same period, Florida's lottery
organizers authorized over twice as many sales outlets in low-income areas of the city
than in wealthier neighborhoods. 180 This allocation may be in part because wealthier
neighborhoods often fight the location of such popular outlets in their neighborhoods of
gas stations and the quick-stop businesses. However, it does not account for why the
residents in the surrounding area of the high-volume sales outlet in Jacksonville spent
twice as much on the lottery than their wealthier counterparts. 181 Their average income
amounted to about $19,000 compared to households whose income began at $40,000. 182
It is not hard to imagine what that $4.4 million over a period of five years could have

contributed to those residents.
A disgraceful event is the recent state House' s targeting of winning lottery players
who have received public assistance. 183 Under the measure, the lottery winners of at
least $100,000 will have to reimburse the state for up to half of their winnings to repay
their time on welfare. 184 This demoralization of the unfortunate poor who manage to get
a break by beating such overwhelming odds seems almost childish. One dissenter of the
measure countered that they should also "force corporations and individuals to pay back
tax credits or school scholarships." 185
La Fleur voiced his concern when he stated that the "popularity of these lotteries
should cause us to be vigilant about their effects on our population, especially on the
young, elderly and the poor." 186 Estimates show that since 1987, more than 50 percent of
our adolescents under eighteen years gambled within the previous year. 187 Promoters
encourage youth gambling with promotions and advertisements that specifically appeal to
younger players; for example, the Mustang give-away program. 188 In addition, although
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laws state that it is illegal in every state for anyone to gamble under 18, there appears to
be misuse.

189

Joanna Franklin of the National Council on Compulsive Gambling

contended that most problems with adolescent gamblers start when they are about 14
years old where they " walk into some lottery retailers and buy tickets."

190

Perhaps it

would be wiser for lottery management to eliminate those games or prizes intended
specifically to draw in younger players. Also, the lottery should provide more vocal and
visual communication aimed at preventing minors from participating in lottery games. In
addition, lottery officials need to ensure that outlets enforce the laws regarding selling of
tickets to minors, and structure harsh penalties for those individuals and establishments
not complying. Just as the cigarette makers have had to take account of their actions
with respect to the corruption of youth, so should the citizens of a state with a lottery. 19 1
Another issue to consider when determining the benefits or failings of a lottery is
the degree to which other forms of gambling may be substitutes for the state lottery.
Evidence shows that without the lottery, other forms of gambling absorb revenue sources
that provide for state revenues.

192

In previous decades we have witnessed increases in

illegal gambling upon retirement of their legal counterparts.

193

In addition, Florida needs

to determine the exact relationship between economic income and lottery expenditures.
Studies already completed indicate instances of tax benefits generated by the lottery as
seen during Florida' s 1990 recession. 194 However, one researcher said it best in his
statement that, " It is quite possible, therefore, that the lottery tax is neither inequitable
I

nor inefficient; the jury is still out on this subjects."

195

Certainly, it is impossible not to find studies that show the negative effect of
gambling on society. However, researchers appear to be moving toward providing more
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accurate detail about those effects of gambling while attempting to eliminate
preconceived notions. Where early studies assumed important details, researchers like
William Eadington of the University ofNevada are bringing together a large and diverse
group of people to find concrete answers. However, until researchers gather more
information, states need to do their best to provide for those that they know fall within
problem areas of our society.
Obviously, a state lottery produces unique and complicated issues. Nonetheless,
by all indications the lottery is here to stay. Florida' s legislators must educate themselves
to the long-term needs of the state and act accordingly. For instance, Florida's
Commissioners generated a substantial effort to provide for them a way to determine
successful vendor models for the state.

196

Certainly, the highly technical and

computerized neural networking process already used for market research and various
other resources could serve to provide answers to problems such as those recognized in
Jacksonville 's poorer neighborhoods.
Lottery management needs to run the lottery in a business-like fashion, but one
wonders why it is so imperative to be the biggest, the best, or the most profitable. The
Lottery Commission, originally structured as a resource of support for lottery
management, is a good concept and efforts to make the commission more valuable could
provide some important benefits. In a somewhat surprising study, New York found that
the low-key, "soft-sell" approach to advertisements does not necessarily constitute
smaller revenues.

197

Although Florida's leaders may not be using quite the "hard-sell"

approach taken by other states, they can substantially reduce focusing groups inherently
at risk.
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Obviously, the process of change will take time for the govenunent to enact.
Legislators will need to replace lottery funds currently placed in the general revenue with
either another form of taxation or a shifting of general revenues. More importantly, the
steps the legislators take must ensure minimal damage to the society as a whole. The
increased funding of Gambler' s hotline with expanded services could certainly be
provided with additional funding. However, voters cannot continue to retaliate to the
detriment of Florida's schools and expect government to answer all their problems.
Finally, the lottery commission must find ways to balance the need for increased
revenues wrule providing the most equitable product possible to its citizens.
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